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VBA’S COMPUTER MODERNIZATION PRO- 
GRAM; VA’S INFORMATION RESOURCES 
MANAGEMENT STRUCTURE, PERFORMANCE 
OBJECTIVES, AND INTERFACES WITH 
OTHER SYSTEMS 


THURSDAY, JUNE 22, 1996 

House of Representatives, 

Subcommittee on Compensation, Pension, Insurance 

AND Memorial Affairs, 
Committee on Veterans’ Affairs, 

Washington, DC. 

The subcommittee met, pursuant to call, at 9 a.m., in room 334, 
Cannon House Office Building, Hon. Terry Everett (chairmem of 
the subcommittee) presiding. 

Present: Representatives Everett, Weller, Hayworth, Barr, Ney, 
and Evans. 

Also Present: Representative Quinn. 

OPENING STATEMENT OF CHAIRMAN EVERETT 

Mr. Everett. Good morning. The subcommittee will come to 
order. 

Today we are here to review the VA’s performance in the area 
of computer modernization. I want to empnasize that my goal is to 
insure that resources devoted to improvement or improving VA’s 
computer systems results in better services to the veterans. That 
is what we are all after. 

As a businessman, I know the value of computers in complex op- 
erations. I know how they benefit not only the company, but also 
the customer, and I want VA’s customers to receive me finest serv- 
ice possible. 

I also want the American taxpayer to get lull value for those 
hard earned dollars they send to Washington every year. Everyone 
knows the budget crunch faced by the taxpayers, and that includes 
millions of veterans. It is our duty to make sure that the VA is or- 
ganized and staffed properly to acquire a system that will move VA 
into the next century as a leader in information management. 

If there is one thing that representatives from the VA should 
take home or back to their offices today, it is that this committee 
is dead serious in its oversight duties regarding this computer sys- 
tem. I expect VA to organize itself in a businesslike manner and 
to institute a disciplined acquisition process. 

I also sit on the National Security Subcommittee on Military Ffro- 
curement, and believe me, I have become familiar with highly 

( 1 ) 
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structured acquisition programs. I also want you to know that 1 
will do whatever it takes to get VA’s commitment to a disciplined 
management and acquisition structure. 

This is just the first in a series of hearings to provide regular 
oversight of the program. I expect the next one to be reasonably 
soon after the August recess. 

Please bear with me while I do a quick review here. VBA started 
its computer modernization in about 1987. In the early 1990s, they 
adopted a three-phase program to totally overhaul its aging main- 
frame-based system. 

In previous testimony, Under Secretary Vogel has alluded to the 
program as being analyzed and studied to death. I believe he said 
that at least 17 contractors had performed 125 studies on the pro- 
gram. 

I am happy to take Mr. Vogel at his word, but the latest look at 
the program by the Center for Naval Analysis gives us reason to 
question whether VA is doing good management on this program. 
Indeed, many of CNA’s criticisms refiect the same problems noted 
in 1992 and 1993 GAO studies, and without objection I would like 
to enter Section 1, Executive Summary of the CNA Report, into the 
record. 

(See p. 33.) 

The part of the report that drew my attention was the finding 
on how VA has organized itself to handle large computer projects. 
In finding that, and I quote, “VBA needs to strengthen its plan- 
ning, control, and integration processes for managing implementa- 
tion of Isirge, complex modernization projects and systems,” CNA 
pointed out what I consider the mqjor weakness confronting VA. 

In VA’s recent agreement with the Office of Management and 
Budget, VA agreed to strengthen its overall management structure, 
in addition to other program improvements. With CNA’s findings, 
it appears that little of substance has been done to comply with the 
agreement with OMB. 

Without objection, I would like to enter the VA-OMB agreement 
of June 24, 1993, into the record. I would appreciate it if VA could 
provide us with a clean copy of that agreement. 

(See p. 46.) 

CNA criticized three major areas: 

One, VA’s abihty to manage a large, complex information tech- 
nology acquisition program; 

Two, insufficient Ullage of modernization program to customer 
performance measures; 

And, three, acquisition of VETSNET before decision of fundamen- 
tal business processes and, therefore, adequate definition of 
VETSNET requirements. 

There also seems to be difficulty determining how much of the 
taxpayers’ money has been spent so far, and there’s a lack of an 
up-to-date, over^l program plan for VETSNET. I might note that 
in a meeting with the staff, VBA indicated that the plan was under 
revision and would not be available until July. I find that remark- 
able. 

Now I would like to recognize the distinguished ranking member 
of this subcommittee for any remarks he may have. Mr. Evans. 
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OPENING STATEMENT OF HON. LANE EVANS 

Mr. Evans. Thank you, Mr. Chairman. 

You have very well outlined the history of where we have been. 

I just wanted to weigh in with you that this is a bipartisan concern 
of this subcommittee, and I am sure the full committee as well. 

The modernization program is ambitious and well intentioned, 
but it does have serious problems. Congressman John Conyers and 
I have followed the VBA’s plans for several years. In fact, agree- 
ment between 0MB and VA came primarily as a result of Con- 
gressman Conyers’ efforts. 

I do not disagree with the need to provide VBA staff with modem 
equipment to better service veterans and their families, but I am 
concerned that it is pushing ahead too quickly. I have not seen any 
data that clearly indicates how veterans are benefitting from stage 
one purchases. VBA has yet to clearly articulate well defined per- 
formance standards, provide a thorough analysis of business proc- 
ess, or determine the particular costs and benefits of the mod- 
ernization. 

VA also has not centralized authority over its information sys- 
tems. The department’s chief information resource officer lacks the 
authority to properly oversee the VBA’s modernization effort. 

While I fully support VBA’s intentions, I caution them to proceed 
with care. Haphazardly purchasing equipment may prevent Con- 
gress from cutting earmarked funds in order to reduce the deficit, 
but it will not solve the underl 5 dng problems. 

The goal of this effort is to improve services for veterans and 
their families. I urge VBA to go slowly and insure that they buy 
what they need and can support. 

And I thank you, Mr. Chairman, for this opportunity to testi- 
mony. I ask unanimous consent that my full remarks be entered 
into the record. 

(The prepared statement of Congressman Evans follows:) 

Statement of Hon. Lane Evans 

Mr. Chairman: 

Thank you for convening today’s hearing. 

During the mid-1980'B. VBA realized thiat its computer system was seriously out- 
dated and should be replaced in order to better service veterans. In the field, a^u- 
dication staff were forcra to share antiquated equipment. In Central Office, the sys- 
tem did not have the capacity to meet current needs and could not be upgraded. 

And as the backlog of pending claims grew and the time it took to process claims 
increased, VBA's modernization plans began to take on a renewed sense of urgency. 
The Under Secretary for Benefits felt that modernization would enable the Depart- 
ment finally reduce its backlog and expedite claims processing. 

In 1992, VBA awarded a contract for the first phase in its modernization efforts. 
To date, VBA has expended almost $100 million in its modernization effort. And 
GAO has estimated that the full cost of modernization may exceed $1 billion. 

VBA’s modernization program is ambitious and well intentioned, but it does have 
some serious problems. Representative John Conyers and I have followed VBA’s 
plans for several years. In fact, the agreement lietween 0MB and VA came pri- 
marily as a result of Rep. Conyers’ efforts. 

I do not disagree with the need to provide VBA staff with modem equipment in 
order to better service veterans and their families, but I am concerned that VBA 
is pushing ahead too quickly. 1 have not seen any data that clearly indicates how 
veterans are benefiting from the stage one purchases. 

VBA has yet to clearly articulate well defined performance standards, provide a 
thorough analysis of business process, or determine the particular costs and benefits 
of the modermzation. VA also nas not centralized authority over its information sys- 



4 


terns. The Department's chief information resources officer lacks the authority to 
properly oversee VBA's modernization effort. 

i^ile I fully support VBA’s intentions, I caution them to proceed with care. Hap- 
hazardly purchasing equipment may prevent Congress from cutting earmarked 
funds in order to cMuce the deficit, but it will not solve the underling problems. 
The goal of this effort is to improve services for veterans and their famuies. I urge 
VBA to go slowly and ensure that they buy what they need and can support. 

I tha^ the witness for appearing today and look forward to hearing their testi- 
mony. 

Mr. Everett. Without objection, all remarks by all members will 
be so ordered. 

Mr. Weller. 

OPENING STATEMENT OF HON. JERRY WELLER 

Mr. Weller. Thank you, Mr. Chairman, and I will keep my 
opening statement brief. 

But I also want to join my colleagues in welcoming today’s panel- 
ists testifying on the Veterans Benefit Administration’s computer 
modernization program. 

Our veterans deserve to receive efficient and timely response to 
their benefits claims, and I hope that we can get to the root of the 
problem in the claims process and get it on track. I believe it takes 
just too long to process veterans’ claims. I think that if we can 
process car loans in one day, then a deserving veteran should be 
approved for their veteran’s benefits in an efficient, timely fashion. 

And just as important, the American taxpayers need to know 
that their investment in modernizing the VBA is being done wisely 
and prudently, with attention to both long-term and short-term 
goals. I do have wave reservations about whether this criteria is 
being met under me current implementation of stage one. 

I commend the Chairman, Mr. Everett, for his leadership in tack- 
ling this issue. I appreciate his hard work in overseeing this proc- 
ess to insure that the VBA system resolves its problems using tax- 
payer dollars efficiently and effectively. 

Without a doubt our veterans deserve better service, and Amer- 
ican taxpayers deserve a well-thought out and well-planned system 
to streamline and minimize bureaucracy and expenditures. 

Mr. Chairman, I ask uneuiimous consent that my entire state- 
ment be included into the record. 

Mr. Everett. Without objection. 

Mr. Weller. Thank you, Mr. Chairman. 

[The prepared statement of Congressman Weller follows:] 

Statement of Hon. Jerry Weller 

I will keep my opening statement brief, but I also want to join my collea^es in 
welcoming toda/s panelists testifying on the Veterans Benefit Administratioirs com- 
puter modernization program. Our veterans deserve to receive efficient and timely 
response to their benefits claims, and I hope that we can get to the root of the pro^ 
lem in the claims nrocess and get it on track. It takes just too long to process veter- 
ans claims. If car loans can be approved in one day, then a deserving veteran should 
be approved for veterans benefits in an efficient, timely fashion. 

And just as important, the American taxpayers need to know that their invest- 
ment in modernizing the VBA is being done wisely and prudently, with attention 
to both long-term and short-term goals. I do have grave reservations about whether 
this criteria is being met under the current implementation of stage one. 

I commend the Chairman, Mr. Everett, for his leadership in tockiing this issue, 
and appreciate his hard work in overseeing this process to insure that the VBA sys- 
tem resolves its problems using taxpayer dollars efficiently and effectively. Without 
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a doubt, our veterans deserve better service, and American taxpayers deserve a 
well-thought out and well-planned system to streamline and minimize bureaucracy 
and expenditures. 

Mr. Everett. Mr. Ha5rworth. 

Mr. Hayworth. Mr. Chairman, I commend you and the Ranking 
Member for being here for the hearings this morning. I look for- 
ward to listening to the panel of witnesses with my fellow first year 
colleague, Mr. Weller, and with that I am ready to hear what the 
folks have to say. 

Thaink you, Mr. Chairman. 

Mr. Everett. Thank you. 

Clearly, this will be the subject of future hearings because this 
computer project is a large, complex undertaking. So let’s get 
started. 

I would like to welcome all of the witnesses that testify today. 
Without objection, their entire statements will be made part of the 
record, and I would ask that they be as brief as possible so that 
we may use the msgority of the time to ask questions of the panel. 
I will allow, however, up to 10 minutes for opening statements, as 
I realize that we are dealing with a very complex issue. 

Our first panel is composed of Mr. Frank Reilly, Director of In- 
formation Management Technology Division at the General Ac- 
counting Office. Mr. Reiliy is accompanied by Assistant Directors 
Rose Hernandez and Ruth Ann Heck. 

Welcome. You are £in important part of this hearing because you 
are the ones who prepared the 1992 and 1993 GAO reports on the 
project. This committee is especially interested in what you found 
during those investigations and your reviews regarding the recent 
CNA report. 

Mr. Reilly, would you like to lead off, please? 

STATEMENT OF FRANK W. REIIXY, DIRECTOR, INFORMATION 

RESOURCES MANAGEMENT/HEALTH, EDUCATION AND 

HUMAN SERVICES, ACCOUNTING AND INFORMATION MAN- 
AGEMENT DIVISION, GENERAL ACCOUNTING OFFICE AC- 
COMPANIED BY ROSE HERNANDEZ, ASSISTANT DIRECTOR, 

AND RUTH ANN HECK, ASSISTANT DIRECTOR 

Mr. Reilly. Thank you, Mr. Chairman. 

Mr. Chairman and members of the subcommittee, is everybody 
able to hear me all right? Is that better? 

We are extremely pleased to be here today before the subcommit- 
tee in its assessment of the approach being taken by the Depart- 
ment of Veterans Affairs and the Veterans Benefit Administration 
to reengineer claims process to improve service to veterans, and I 
think it is really critical that we keep our focus on this 
reengineering of the claims process because the years that you 
have talked about, I do not think that we have really gotten to this 
issue yet. 

With your permission, Mr. Chairman, I would like to submit my 
complete statement for the record and offer a brief summary at this 
time. 

Mr. Everett. Without objection. 
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Mr. Reilly. And I would also like to introduce on my right is 
Rose Hernandez and on my left is Ruth Ann Heck, and the three 
of us have been working together for some time on this topic. 

Mr. Everett. Thank you. 

Mr. Reilly. As my testimony this morning will detail, VA and 
VBA have taken positive steps towards service improvement. How- 
ever, VBA still needs to complete its reengineering effort in order 
to insure the success of this modernization, and at the request of 
the subcommittee, we are currently working with VBA closely to 
help identify how to deliver the best possible service at the least 
cost. 

VBA delivers nonmedical benefits, including veterans’ compensa- 
tion and pension to almost 27 million veterans and their depend- 
ents, and in fiscal year 1994, this totaled more than $19 billion 
that were processed through the VA’s 58 re^onal offices. So there 
is a lot of people and a lot of money involved in this. 

In 1990, as you said, the Secretary of Veterans Affairs called for 
the fundamental change in the way VBA provides its services to 
veterans, noting the VA needed to change its business process and 
use of information technolo^. 

He likewise charged VAs regional offices with implementing 
changes aimed at speeding the traditionally slow claims processing 
system. In response, VBA has installed new computer equipment 
in each VA regional office and has set goals for improved process- 
ing time for several key types of claims. 

Further, it has begun implementing the package of over 40 rec- 
ommendations submitted by a blue ribbon panel tasked with iden- 
tifying how claims processing times and tne backlog of disability 
claims could be reduced. VBA has developed organizational models 
to ^ide renonal office claims processing, and its reen^eering 
wore group has identified 18 projects to improve VBA service. 

Although some reductions in backlog and processing time have 
been achieved, VBA’s own estimates are that at the end of this fis- 
cal year almost 400,000 compensation and pension claims still 
await action, and veterans will wait on an average of over 5 
months for decisions about original compensation claims. 

We do not imderestimate the difficulty VBA faces in gaining con- 
trol over such a work load, as such a control is critical. 

For the past 3 years we have raised questions about VBA’s mod- 
ernization strategy. Key issues include the VBA’s purchasing of 
equipment before determining what its business processes should 
be, a common mistake, may I say, Mr. Chairman, throughout the 
government; establishing service goals that were not bas^ on cus- 
tomer needs; and performing anmysis that did not identify how a 
new system could improve service. 

VBA has also been unable to determine what the overall costs 
and benefit of the new system will be. 

Finally, the role of the department’s chief information resource 
officer lacks the authority to resolve the problems with moderniza- 
tion effort and insure that VBA’s new system will, in fact, deliver 
improved service. 

In 1993, VBA established several service improvement goals to 
be met by the end of the fiscal year 1998. However, these goals 
were not based on customer expectations or expected process im- 
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provement. One goal was an initial compensation claim will be 
processed within 106 calendar days. Yet surveys of veterans per- 
formed both by us and by VA showed that veterans expect much 
faster service, 68 days on average, a disparity of over a month. 

While VBA is beginning to explore ways to deliver this service 
within 65 days, it still has not changed its official goal of 106 days. 

Thorough analysis of business process needs to be conducted be- 
fore meaningful service improvement goals can be set. This analy- 
sis also allows an organization to understand this process and pro- 
vides a basis on which to identify new ways of doing business. 

VBA has not done this, although we are now beginning to work 
with them in this direction, and I think this is a crucial area to 
get involved in as soon as possible. 

Further, we have found that VA’s chief information resoxirces of- 
ficer, as you said earlier, lacks the authority to resolve problems 
with VBA’s modernization and had no active role in insuring that 
VBA’s proposed acquisition will deliver improved service. Instead, 
the chief information resources officer involvement has larjpjely been 
limited to reviewing procurement documentation for information 
technology resources. 

We are concerned, Mr. Chairman, that VBA is implementing 
modernization in concert with several other initiatives without an 
overall implementation strategy or adequate approach to evaluate 
key initiatives, such as region^ office restructuring. 

VBA has not articulated each of its key initiatives to work to- 
gether to reach the goal of providing the best possible service to 
veterans. This needs to be done. 

VBA’s planned approach to evaluating initiatives will likewise 
need to be strengthened to provide the necessary information to 
guide continued improvement and insure accountability. VBA cur- 
rently plana to assess regional office performance in a few selected 
areas and is developing a survey to assess and attract customer 
satisfaction. 

However, without a true implementation strategy and sound 
evaluation approach, VBA will not be able to monitor the progress 
or evaluate the success or failure of key initiatives, including mod- 
ernization. 

The challenges facing VA can be illustrated by examining the 
history of its handling of the original compensation claims. As our 
first chart shows, the number of days it took on an average to proc- 
ess these claims jumped fi-om 151 days for fiscal year 19^90 to 212 
for fiscal year 1994, and then something interesting happened. As 
of last month, the average dropped to 166. The question is why. 

The VA cites recent initiatives, including implementation of rec- 
ommendations from the blue ribbon panel and modernization, plus 
increasing the number of raters by 46 percent and instituting stop- 
gap measures, such as substantial overtime and shifting work 
loads among regional offices. 

However, VBA cannot determine which of these actions was most 
influential in helping it improvement timeliness, and as anybody 
knows that has tried to solve problems, if you do not know the 
source of the problem it is very hard to solve it. 

Knowing how such a reduction was attained increases the likeli- 
hood that it can be repeated. 'The dashed line at the bottom of the 
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chart indicates VA’s projection of 106 days for fiscal year 1998, 
which is to say no change from what it is today. 

Other voices have joined ours with concern over VBA’s approach. 
GSA and 0MB have both expressed concern with VBA’s procuring 
new hardware and software while concurrently wrestling with 
questions of reengineering. 

In response, VBA late last year tasked CNA with conducting a 
two-part assessment of its modernization. CNA recently completed 
the first of its two assessments. We reviewed this evaluation which 
focused on VBA’s organizational structures and the processes used 
to plan, inteCTate, and manage its modernization. 

CNA results are consistent with our prior conclusions. Overall, 
CNA concluded that VBA is trying to accommodate a range of 
change that it cannot effectively handle. CNA sees VBA as having 
two choices: continue the present schedule of modernization with 
the current level of risk and potentially greater risk ahead, or se- 
lectively constrain modernization in the near term, while preparing 
the structure to effectively manage and integrate modernization on 
a longer term basis. 

CNA recommended the second option, and we agree. 

Our second chart illustrates the commonality of concerns shared 
by us and the other organizations that have studied VBA, and the 
intent of this chart is to demonstrate to the committee that 0MB, 
GSA, and CNA have all noted that life cycle modernization costs 
were indeterminate and that performance measures were lacking. 

And lastly, GSA suspended VBA’s delegation of procurement au- 
thority for additional coi^uter equipment for a period of 4 months. 
With this suspension, VBA was prohibited from purchasing this 
equipment without GSA approval. 

As you c£ui see, the majority of concerns are shared by four inde- 
pendent entities, and the main reason for this is that the concerns 
that we have voiced for some years now, I think, are now accepted 
across the board in this town. 

Historically VA and VBA have generally not agreed with our con- 
clusions and recommendations. However, they have recently begun 
to address some of our longstanding concerns, and we are optimis- 
tic that we can help VBA identify now to deliver the best service 
possible at the least cost. 

And just this morning, Mr. Chairman, we were talking with the 
staff, and I think this optimism is reasonably based. 

In conclusion, Mr. Chairman, we appreciate the enormity of the 
challenge facing VBA and recognize the actions undertaken to im- 
prove service to veterans, but these actions will not be enough. Ad- 
ditional steps must be taken to enhance the probability that VBA’s 
modemizational effort will succeed. 

One critical step is the designation of a central point of authority 
charged with and given the power to make the vision of signifi- 
cantly improved service to veterans a reality. If after thorough 
analysis an overall framework can be created in which individual 
initiatives can coalesce, the chances of a truly reengineered organi- 
zation and modernized system that will make a difference will be 
markedly improved. 

We are prepared to support this subcommittee and VBA in tak- 
ing on this difficult challenge. 
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This concludes my remarks, Mr. Chairman. I would be happy to 
respond to any questions you or any members of the committee 
would have. 

(The prepared statement of Mr. Reilly appears on p. 54.] 

Mr, Everett. Thank you, Mr. Reilly. I appreciate that. 

I must comment on chart number two and say that I find it re- 
markable that GAO, 0MB, GSA, and CNA have such a consensus 
on the concern we have discovered over the years. 

I thank you for your testimony. Let me ask you, CNA has com- 
pleted the first of two reports analyzing VA’s management ap- 
proach to VBA modernization. What do you feel are the most im- 
portant findings in that report? 

Mr. Reilly. Well, I would say that the most important findings 
are, first and foremost, the need to translate VA’s vision and goads 
into performance objectives amd measures that are meaningful at 
the process working levels to guide the redesign auid information 
system. I mean I think that is critical. 

Equally criticad is the need to strengthen the planning, control, 
and integration processes and structures for managing the imple- 
mentation of a lairge, complex modernization project where you 
have systems problems. That has historically been a weak problem. 

And the third one is the modernization’s current strategy and 
plans have a low probability of achieving the August milestones, 
1996 milestones, due to incomplete and invalidated information on 
engineering guidelines provided by the project team members and 
lack of adequate skills. 

These are the three items that we felt were the top findings that 
CNA made. 


Mr. Everett. In the report, it mentions that perhaps a manage- 
ment team that deals and has dealt in the last 40 years with oper- 
ational management might not be the same team needed to move 
forward on the advances or the changes that are needed to com- 


plete this computer modernization program. 
Have you any comments on that? 


agencies have spent a significant portion of the last 3 years looking 
at the modernization problems. Wnat we find is that if they can set 
up an overall strategy which lays out customer expectations, re- 
source and work load challenges, the business approach to stresun- 
lining, reengineering, and handling automation, and then lay out 
the key enablers, which are the work force and how they are going 
to use the technology, this is what needs to be done. Sometimes the 
people who were operationally handling this do not have the same 
perspective as the people that have to plan for this for the future. 

And I think what we have to get delineated here is a plan for 
the future that puUs all of these things together. We have said this 
in our report. CNA says this in their reports. I think everybody 
that has looked at the problem has said this. 

It is not lack of effort on VA’s part. VA has had a lot of people 
looking at this, but something is not pulling it all together in a 
plan that deals both with a strategy and a business approach, and 
that is what has been lacking. 

Mr. Everett. I spent 33 years in the private sector before I came 
to Congress, and one of the things I did was work as a consultant 
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for newspapers, and often when they would call me, they were fail- 
ing. One of the difficulties I encountered was a culture within those 
newspapers against change. 

Do you think we have that problem in VBA and Veterans Affairs 
in general? 

Mr. Reilly. Well, again going back, I spent about 35 years in the 
consulting industry, Jind every company I ever went into I had the 
same problem, without exception. People do resist change. 

Mr. Everett. Well, let me ask you a different way. What skill 
sets are needed to move this change forward? 

Mr. Reilly. I think that the key approach is to have a vision of 
the future, recognizing what the service to the veterans should be. 
Somebody said earlier, yourself or one of the members of the com- 
mittee, about if you get a loan overnight. I think Mr, Evans men- 
tioned if you get a loan overnight, well, then why does it take 
months and years to get a claim handled. 

I just went through a car was stolen, and from the time the car 
was stolen until I got paid, it was 30 days, and that included they 
had to wait a certain time to see whether the car was going to be 
returned to me. You just call the insurance company, send a couple 
of pieces of paper, and they send you a check. 

Well, you know, I hate to think if this had been in the govern- 
ment how long it would have taken me to get my check, and I 
think we have just got to think differently, and we have got to get 
people to realize that the veteran comes first and his service comes 
first, and what do we have to do to get that service? And it means 
radical change, but if you have been doing something for a long 
time the same way, I understand it is hard to change. It really is. 

Mr. Everett. And I have to tell you my veterans have been in- 
creasingly impatient with this wait. I am going to limit the chair 
also to 6 minutes. I eun sorry that the clock was not on, but I will 
annoxmce to the committee that we will in all likelihood have a sec- 
ond round of questions since we only have two pemels today. 

At this time, Lane, do you have any questions? 

Mr. Evans. Thank you, Mr. Chairman. Just one quick question. 

Mr. Reilly, over the past 10 years VBA has reduced its work 
force by 6,500 FTEE, about one third of its total number of employ- 
ees. I understand that you cannot really ascertain why the num- 
bers have gone down in terms of the days to process claims, but 
has this had any effect? Have you looked at that impact on claims 
processing? 

Mr. Reilly. Ruth Ann? 

Ms. Heck. We have not looked at it specifically, but although 
they have overall reduced staff, the number of raters, as we stated 
in our testimony, has increased substantially since 1992. So I think 
if you increase the number of people making decisions by almost 
50 percent, it is going to have some impact on backlog and poten- 
tially time frames. 

Mr. Reilly. The problem, Mr. Eveins, is if you do not change the 
process and it is sort of inevitable that nothing is going to happen 
to impove operations. 

On the other hand, there is a need to change the process. One 
of the facts that our studies show is that, the actual physical work 
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that is done on any one claim is really a very small amount of time. 
We are talking about under 20 hours. 

So it is a question of getting this work brought together. Let me 
give you an example. If the VA was set up in such a way that when 
a claimant walks into a regional office and sits down with an inter- 
viewer at the computer who takes the claim information and de- 
cides that, this person requires a physical. The computer there in 
the VA claims office can connect right into a hospital, and arrange 
for a physical 10 o’clock next Tuesday. They can tell that person 
right then and there, and whomever is with that person, so that 
they will schedule themselves and be there next Tuesday. That way 
we immediately start this claims process going. One of the prob- 
lems we have today is that people are not getting the doctor^s ex- 
amination as quickly as they should, and that data is not getting 
back to the rating people causing serious time delays. 

Every time this claims process stops and you wait for someone 
to begin the next step, that is when the veteran is out there wait- 
ing and nothing is happening. 

Mr. Evans. You know, f have been in VA claims processing 
units, and one of the biggest problems, it seems to me, is just stor- 
ing records and keeping them managed in storage. How can the 
computer systems that the VA is attempting to purchase deal with 
those problems? 

Mr. Reilly. I think we have to have paperless records. I do not 
think anything else makes sense in the future. If we cannot have 
paperless records, what is the point in spending all of this money 
on computers? We have looked at other systems; we have looked 
at states, for example, that have completely computerized welfare 
systems, paperless. The people come in, they get interviewed, it 
gets all put on the computer. Their files are stored there, and they 
nave been able to dramatically, and I mean dramatically, reduce 
the amoimt of time that it takes to service welfare people. 

If we can do that in welfare, why can’t we do it here? 

Mr. Evans. And we do it with Social Security to some extent. Are 
the Social Security claims comparable in terms of effort that has 
to go into them? Do you know? 

Mr. Reilly. The disability claims are, sir. 

Mr. Evans. That is what I mean. 

Mr. Reilly. They are in the process of doing that for the disabil- 
ity claims. We as a coimtry cannot live with a system where we 
now produce ten billion paper medical records a year in, that 
should all be on a computer. It is madness that we have all of these 
computers aroimd the coimtry, and still we have all of these paper 
records. 

So I think a computerized medical record is one more st^ in 
moving toward that direction of getting a paperless system. Com- 
puter files can eliminate paper-filled file cabinets and the process 
where people have to go around from desk to desk, seeking claims 
data. Now you can caul the claims data up from a computer file. 
For the Social Security Administration that has made one huge dif- 
ference in using their 800 numbers. 

I do not know whether you saw the news item but SSA got the 
number one aweu-d in the country this past quarter for response on 
telephone calls including those in the private sector. It is because 
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SSA uses the computer screens and when somebody calls in, they 
have the data to respond to them. 

Mr. Evans. Thank you very much. 

Thank you, Mr. Chairman. 

Mr. Everett. Thank you. 

Mr. Hayworth. 

Mr. Hayworth. Thank you, Mr. Chairman. 

Mr. Reilly, in the 1993 report, GAO included the VA-OMB agree- 
ment in which VA agreed to strengthen the CIO position, including 
reporting directly to the Secretary in seven specific functions relat- 
ing to VBA modernization, including approval authority over acqui- 
sitions. 

Is that happening today? 

Mr. Reilly. Well, Mr. Hayworth, the problem is CIO approval 
authority over computer acquisitions at the end of the line is really 
not too helpful. What needs to be done is if the chief information 
officer is going to deal with this claims issue is to tie together the 
Veterans Health Administration and the Veterans Benefit Admin- 
istration processes in a single master veterans record. That is num- 
ber one. 

Secondly, the CIO cannot run the day-to-day operations of VBA, 
but they certainly should be involved in such things as approval 
over systems design, approval to proceed to systems development, 
approval to proceed with systems deployment, and conduct post-im- 
plementation reviews. 

It is one thing to give the responsibility to the component part 
of the department, VRA, to do the job, but there is a need for the 
chief information officer to be as an independent and objective par- 
ticipant. Independent in the sense of not actually performing the 
system’s activity but to professionally review it to see if this thing 
makes sense as an objective perspective versus those staff who are 
actually doing the day-to-day operations. 

Mr. Hayworth. Mr. Reilly, you mentioned just a moment ago in 
answering the question of the Ranking subcommittee Member your 
observation that a conversion to paperless records was highly desir- 
able. Based on your experience in having to look at what has tran- 
spired within other agencies, and you mentioned specifically some 
state welfeire benefits conversions to paperless records, is there any 
type of time estimation that you could offer this subcommittee 
today just as an observation, based on your experience, to have 
type of conversion? How long would it take, do you believe, for an 
organization like this to convert to paperless records? 

Mr. Reilly, Mr. Hayworth, the first thing that they have to do 
is reengineer the current process. I mean, you know, paving a cow 
path is not the answer to any problems, as said by many people 
before me, but it is a cliche that is true. 

Once you decide that the reengineering is the first priority then 
fi"om that point on you determine how you are going to use the peo- 
ple you heve to do this new process. It has been our experience 
that the biggest problem is the people adjustment side. Writing the 
computer programs, yes, that is complex and you have to do a lot 
of testing. But the claims processing people side of this, getting at- 
tuned to new ways of doing business, that is the hard part. 
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I would Bay that we are talking minimum 18 months, 18 months 
to 3 years. That is the range. I am talking about getting the system 
reengineered, getting rid of paper, tying VHA and VBA computer 
records together, and having a process where when the veteran 
comes in, they can get taken care of in minimal time, and in my 
mind minimal is going to be less than 68 days. 

Mr. Hayworth. Mr. Reilly, I thank you very much and thanks 
to the other members of the panel. 

Mr. Chairman, I have no further questions. 

Mr. Everett. Thank you. 

Mr. Ney. 

Mr. Ney. Thank you, Mr. Chairman. 

I just wanted to follow up on Mr. Hayworth’s comment about the 
total turnkey time. You said 18 months to 3 years, that would be 
the design, integration, purchase of the equipment, and it would be 
up and running? 

Mr. Reilly. Yes. The equipment problem, sir, is probably the 
least of the problems. I mean everybody tends to see that as the 
big problem, but I think that is the least of them. The biggest prob- 
lem is to change the way of currently doing business, and that is 
the hardest thing to do, always has been. 

Mr. Ney. This is, of course, something we ask about constantly; 
the delay of the claims. I believe in some past testimony here, I do 
not remember the witness, someone had stated that we needed to 
upgrade the systems we had. In other words, they were not 
adequate. 

Mr. Reilly. Do you mean before they bought the new equip- 
ment? They have already bought a lot of equipment, and the e^ip- 
ment they had was old. I mean old in the sense of old design. They 
had a Honeywell system that had been in for a long time. It oper- 
ated okay, but you know, it was technologcially old. 

The problem is that VA put the new equipment in, but VA has 
not changed the processes. So it is like in word processing applica- 
tions. Whether you have got a 386 or 486 or a Pentium processing 
unless you are becoming a much faster typist than most people, it 
is not really going to make any difference in word processing pro- 
ductivity. What we need is to change the actual process by which 
these claims are handled or I do not care what faster speed of 
equipment you have; it is not going to solve the problem. 

Mr. Ney. So the equipment is there? 

Mr. Reilly. Oh, the equipment is there. 

Mr. Ney. The other question I would have to ask you then is: 
what would you suggest as a coordinating body that would be an 
unbiased entity if we wanted to carry this out to oversee this? 

Mr. Reilly. Well, I think that they have the mechanism within 
the Department of Veterans Affairs. They have a chief information 
resource office. They have staff. Now they have a contract with 
CNA, which on the basis of their initial work has done a good job. 
I think we have all of the activities within, and certainly the Gen- 
eral Accoimting Office is working with them and will continue to 
work with them as the committee requests. 

I think we have all of the elements of getting the thing done. I 
really do. 
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Mr. Ney. So we do not need to take an outside type of look. In 
house, it is inherent that we do it? 

Mr. Reilly. I think it is inherent with the kind of assistance 
they have. If the chief information resource officer is given the au- 
thority within VA to do what is needed, and they allow the consult- 
ants to help them in the way that they are capable of helping, and 
GAO is certainly more than willing to work with them. Those of 
us that work on VBA issues feel very strongly about this as much 
as this committee does in wanting to improve service to the veter- 
ans. 

I think and I know VA feels the same way because we have 
talked to these people. So I think we have got all elements there 
to do it. What we need is that plan. We have got to have the plan 
and the direction at top for everybody else to pull together, and 
that is what has been lacking. 

Mr. Ney. Well, how do you suggest that starts from tomorrow 
forward? How does that ball get rolling? 

Mr. Reilly. I think the first thing that needs to be done is to 
get this plan laid out, first the outlines of it, what it is going to 
be, and then the details of it. We have found in other agencies and 
in businesses, those that do this succeed and those that do not do 
this fail. This is pretty much across the board, whether you look 
at the government or you look at the private sector. You have to 
start off with a business plan and a strategy and laying out what 
your approach is going to be and how you are going to do it. 

Mr. Ney. By the way, in Ohio we were receiving fines from the 
Federal Government. They were withholding payments due to our 
human services collection system on child support. They auto- 
mated, and within about a year and a half got out from under the 
whole mess they were in, and the only way for that to happen, be- 
cause they had tried to tackle the problem for years, was automa- 
tion. It was the only thing that cured it, and it was done, but some- 
body has to decide to do it, and then you begin to carry it out. 

You are saying all of the tools are there? 

Mr. Reilly. T^ey are just not being put together, sir. 

Mr. Ney. It is frustrating that it is not going. 

Mr. Everett. Thank you, Mr. Ney. 

Mr. Barr. 

Mr. Barr. Thank you, Mr. Chairman. 

What is the chart on page 11, which I think is also the one over 
there? Explain what that chart is, please. 

Mr. Reilly. Well, the purpose of that chart, Mr. Barr, was to 
demonstrate that GAO, the Office of Management and Budget, 
General Services Administration, and the Center for Naval Analy- 
sis, all have looked at this problem, and we looked at strategic 
planning is needed. I mean we have all agreed that all of these 
things need to be done. 

Mr. Barr. Why aren’t there Xs in all boxes? 

Mr. Reilly. Because some of them did not look at all parts of the 
problem. Ourselves and CNA were really tasked for looking at all 
parts of it. 0MB was looking at certain specific things, as was 
GSA. 
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Mr. Barr. Okay. So what this chart represents is these four or- 
ganizations looking at VBA’s approach to modernization and saying 
these are the areas in which they are deficient? 

Mr. Reilly. These are the areas that you have to deal with. You 
have to have strategic plans, which we do not have. 

Mr. Barr. Is there anything that you like about their approach? 

Mr. Reilly. Well 

Mr. Barr. I mean maybe it is all bad. I cannot believe that, but 
I mean is there anything that they are doing right? 

Mr. Reilly. Well, the bottom fine, Mr. Barr, is that it is taking 
over 5 months to service a veteran’s claim. That is the bottom line, 
and also the bottom line is that this government, as all govern- 
ments, has limited resources. We cannot employ an endless number 
of people in overtime working nights and weekends. So something 
has to be done to change it, and that is what we are trying to de^ 
with here, is to get it changed. 

Mr. Barr. Are there other agencies that provide services in any 
way similar to the VA and are faced with the resource problem 
that the VA is faced with that are having similar problems or that 
have overcome those problems? 

Mr. Reilly. There is one agency in town that has problems that 
are so similar that it is remarkable, and that is the Social Security 
Administration Disability Insurance Program, which handles dis- 
ability for people who are not veterans. In other words, if you are 
a veteran, ana I am a veteran, you go to VA if you have a com- 
pensation or pension problem. If you are a non-veteran and if you 
have been paying into Social Security, you get disability insurance. 

They are having the exact same, identical issues. They were run- 
ning 151 to 155 days, again, 5 to 6 months, to service claims, and 
that was unacceptable, and their backlog was building. Their back- 
log was in the hundreds of thousands. 

Mr. Barr. And is their ratio of employees to beneficiaries roughly 
conmarable to the Department of Veterans Affairs? 

Mr. Reilly. It is sort of hard to say, sir, because they have a 
combination of state employees and Federal employees, and so it is 
not comparable in that sense. They are not all Federal employees. 
So it is very hard for me to tell you the comparability in steimng. 

Mr. Barr. Okay, and are these two agencies talking with each 
other? 

Mr. Reilly. Yes, sir, they are. 

Mr. Barr. When did that start? 

Mr. Reilly. I do not know when it started, sir, but I know they 
are talking to each other because one of the VBA gentlemen this 
morning just mentioned to me that they had been talking to Socisd 
Security. He was saying that Social Security very much appre- 
ciated the work that we did with them because we have come to 
know these reengineering problems pretty well, Mr. Barr. We have 
been working with a number of agencies, and we have spent a lot 
of time on reengineering issues. 

Mr. Barr. So would it be fair to say that there is a pretty good 
example out there of an implementation system that has worked 
or seems to work? 

Mr. Reilly. Well, SSA’s in the process. I want to hasten to add 
they are in the process of changing this, and they started off with 
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a plan, a very good business plan, and following that they pulled 
a team together and developed on implentations plan and they did 
it in a fairly short period of time. Now they are following that plan, 
and I think that is the key because you have something to measure 
against. 

They have goads; they have objectives; they have time periods; 
they have stalling. This creates not a small issue, which is train- 
ing. People who are doing work one way have to be trained to do 
it in another way. 

Mr. Everett. Would the gentleman yield? 

Mr. Barr. Certainly. 

Mr. Everett, Under the new business plan at Social Security, 
what is their target days to service a claim? 

Mr. Reilly. Tney were shooting for 60, and did they still stay 
with that, Rose? Sixty has been their goal. 

Mr. Everett. As opposed to VBA’s 106? 

Mr. Reilly. But, Mr. Everett, 60 is sort of a high side. If you 
really talk to people inside, the goed is to get it dovm to less than 
60. 

I think the key here is to stop this handoff, you know, from proc- 
ess to process, and particularly on the medic^ records. If you can 
get those medical records in and evaluated promptly, there is no 
reason that this thing has to take a long time. 

If you do not get those medical records in, then it just automati- 
cally cannot be anything other than a long time. So I think one of 
the things that we really need to focus on in this is the tie-in be- 
tween VHA and VBA and also the tie-in between VBA and the De- 
fense Department, and I understand they are working on all of 
these problems. 

Mr. Barr. Okay. Thank you. 

Thank you, Mr. Chairman. 

Mr. Everett. The chair will now recognize the counsel for the 
Minority for a question. 

Mr. Ryan. Thank you, Mr. Chairman. 

Mr. Reilly, I have a question. Have you looked at what legislative 
changes might be needed to go to a paperless processing? 

Mr. Reilly. No, sir, we have not. 

Mr. Ryan. 'Thank you. 

Mr. Everett. Thank you. 

I had advised the committee that we would have a second round 
of questioning, and to pick up on Mr, Barr’s question, how are we 
going to integrate the current delivery network, BDN, with 
v^TSNET, for instance? Is there a plan to transition that? 

Mr. Reilly. Rose? 

Ms. Hernandez. Well, as far as I am aware, Mr. Chairman, 
there is not, and I believe that was one of the findings in the CNA 
study as well, that there needs to be a transition plan. There will 
need to be some concurrent parallel operation as the new system 
is developed. The old system is going to continue to have to do the 
job, and unfortunately there is no plan as I know of anyway today. 

Mr. Everett. Well, you anticipate my next Question. How in the 
world are we going to get there if we do not nave a road map to 
get us there? Obviously we have got to keep the current system op- 
erating until we get VETSNET organized, and yet we have a situa- 
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tion here as I understand it where we do not even really know ex- 
actly what we want VETSNET to do. 

Even accepting the current vision of VETSNET, we do not have 
a plan to get there. Years ago, and I guess it is outdated now, I 
took a course called MBO, Management By Objective. I saw you 
nodding. 

Mr. Reilly. I am very familiar with it. 

Mr. Everett. Obviously you know it is a very detailed plan. It 
spells out that you have to take a look at where you want to go, 
and then you have a very detailed plan on how to get there, and 
in the information that I have seen so far, I do not see any of that. 

Is that the conclusion? 

Mr. Reilly. Yes, air. 

Mr. Everett. Well, how are we going to get there without doing 
that and without a tremendous waste of taxpayers’ money? 

Mr. Reilly. Well, I think that plan is really needed. I mean I do 
not think there is any question about it. 

Mr. Everett. Were you able to discover, number one, how much 
money we may have spent and, number two, what this entire sys- 
tem may end up costing? 

Ms, Hernandez. To date? 

Mr. Everett. Yes, to date. 

Ms. Hernandez. I think to date spending is around $140 million. 

Mr. Everett. One himdred forty? 

Ms. Hernandez. One hundred forty, yes, sir. That would include 
new equipment that has been deployed to the regional offices pri- 
marily to do compensation and pension claims processing, insur- 
ance administration. 

Mr. Everett. Word processing? 

Ms. Hernandez. Primarily, yes, sir. 

Mr. Everett. Excuse me for interrupting, but isn’t that pretty 
expensive for word processing? 

Ms. Hernandez. Well, I think the equipment is planned to do 
additional VBA specific work. It is software that will need to be de- 
veloped, and it is the subject of the VETSNET C&P development 
and requirements analysis that is being done currently. Once those 
requirements are completed and a design is decided upon, then 
some new software will be generated, and it will reside on this 
equipment. 

Mr. Reilly. I think, Mr. Chairman, if we are going to get to a 
paperless system we have to start with having word processing in 
every office. So that data once it is put on the computer never has 
to be reentered again. We have got to get to a mindset where we 
do not have file cabinets, and we stop carrying folders of paper 
around. Instead the data can be on the computer sind accessible to 
the people in claims. The veteran’s medical record can be available 
on the computer and be accessible. 

We have got to get almost an instant data accessibility process 
throughout VA tied together, and when we have that, I think the 
reduction in claim process time will amaze, you. 

Mr. Everett. Well, 1 do not mean to move into micro type ques- 
tioning here, but that has concerned me. For instance, what do we 
use for a source document to start with? 
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Mr. Reilly. The cladmant comes in and has a claim, and you 
enter the contents of that claim into the computer. As the VBA em- 
ployee is talking to the veteran, you type it in. You store the origi- 
nal interview right on the computer mereby filling out the docu- 
mentation. 

Mr. Everett. But it is my understanding we have only got 
around 800 folks taking this in-processing in the beginning, the ini- 
tial processing. Can they handle the volume of what, 100,000 new 
claims a year, 158,000? 

Mr. Reilly. I think that has to be worked out, sir. When we talk 
about a plan, that is part of the issue. That gets right back to your 
MBO. Remember you said have they got an overall plan? Well, that 
is what we need. 

Mr. Everett. That is part of the management tool that we have 
to operate in a new culture to get to that point. 

w. Reilly. Yes, sir. 

Mr. Everett. Do we have any idea how much this entire system 
is going to end up costing when we are finished? 

Ms. Hernandez. No, sir, I am afraid we do not. That has been 
one of the problems that we have had since 1992 and 1993. When 
we look at life cycle cost across a spectrum of about 8 years, we 
are not clear exactly what the total bill is going to be, £uad that in- 
cludes development, design, deployment, maintenance. Those ques- 
tions are still outstanding. 

Mr. Everett. Well, see, I have gotten estimates as high as $1.5 
billion, and that is part of what scares me to death. We have an 
obligation to our veterans to improve the system. We all recognize 
that, and we are all working toward that end, but we also have an 
obligation to make sure this money is spent correctly so, we can get 
down the road. As I understand the testimony that you are giving 
me today and what I have read from the other organizations, there 
is a good possibility that we are going to get down the road and 
at the end of the day we are not going to accomplish what we hope 
to accomplish, and we will have spent, if you take that estimate, 
$1.5 billion of taxpayers’ money in trying to accomplish this. 

That concerns me a great deal, and also from my Scotch-Irish 
background, as well as my business background. If I nm a corpora- 
tion and that corporation happened to be VBA and an outside 
agency that I had asked to come in and study this situation had 
presented the reports that you have presented to me and the other 
organizations had done that, we would have some serious conversa- 
tion with the folks who were running that operation. 

I am really concerned that, as you have put in your report, we 
are getting the cart before the horse. Let me ask you: should VA 
stop further development until this planning is completed? 

Mr. Reilly. Well, I think that question comes in two parts. I 
think we want to stop additional things that start new applica- 
tions, but we do not want to stop the activities that are looking to 
build to the future. Again, we come back to the need for a plan. 
It is extremely difficult to know what to do and what not to do 
without one. 

In other words, it is hard to say what you shoifid put money into 
now versus what you shoxild be putting money into in the future. 
So I think that, in a sense, we need to have a breather in terms 
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of spending any more significant amount of money. On the other 
hand, we certainly want them to have adequate fiinds to get sup- 
port to do the work to get a plan together and get a system de- 
signed and reengineer and deploy. They are going to have to have 
resources for that. We know that, and so we would not want that 
stopped. 

They have got three stages. Could we hear comments, Rose, on 
the three-stage procurement? 

Ms. Hernandez. I think it is not a clear-cut issue of what can 
be restrained, if you will. There is definitely some background that 
I thmk would help you in making any kind of decision regarding 
funding. 

Currently the stage one is not only the equipment and the word 
processing capability that you mentioned earlier, but there is also 
some very important contractual support that is being used by the 
software and business side of VBA to do information engineering, 
and that is where VBA is residing most of its hope in trying to de- 
fine new ways of doing business. 

So that contractual support there would have to be safeguarded 
because we do not want to stop them from proceeding along with 
that effort. 

The stage two procurement is for imaging, which would get VBA 
some experience on what it will take to get to a paperless environ- 
ment. Currently they are in the waning days of awarding the con- 
tract for those imaging systems, and that pot of money would need 
to be safeguarded so that they could carry out some pilot testing 
that they plan to do and do some assessment on the specific cost 
and benefits that imaging technology could provide them in their 
various processing of claims, for example, in education, as well as 
in compensation and pension. 

The stage three procurement that they have on the boards is for 
replacing the mainframes that reside at the Heinz, IHinois data 
center and the Philadelphia data center. That particular procure- 
ment has been suspended by GSA until CNA completes its second 
assessment here towards the end of this year. 

So you would have to ask specific questions about what would be 
required not to stop VBA from making process and what could con- 
ceivably be put off or delayed until \^A was, for example, to put 
together a good business plan, and 1 think there are some things 
that you could do in that arena. 

Mr. Everett. Well, regarding putting together a good business 
plan, do we need folks that are familiar with system engineering 
or integration, or is operational experience more important at this 
point? What do we need to get there? 

Mr. Reilly. I think we need a combination. 

Mr. Everett. A combination? 

Mr. Reilly. Yes. I think we need people that have a vision as 
to how we are going to give service to the veteran and people who 
that have reengineering experience in terms of what it is going to 
tsike in terms of resources, training, technology use, et cetera. So 
I think we have got to have a combination here to put this thing 
together. 
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Mr. Everett. Another thing I picked up on a little bit is I under- 
stand we have about 4,000 folks in Department of Veterans Affairs 
working with computers, software. 

Mr. Reilly. Four to 5,000. 

Mr. Everett. Yes, four to 5,000, and I understand that the soft- 
ware that they are based in is primarily Cobol; is that correct? 

Mr. Reilly. Yes, sir, historically it has been. 

Mr. Everett. My concern is this. I took computer programming 
back in the 1950s. Cobol was the language. Cobol today in my esti- 
mation is no longer the language. Obviously the software will be 
the vehicle that drives the engine. Are we using the right vehicle? 

Mr. Reilly. Well, they are not going to use Cobol, sir, for the fu- 
ture. 

Mr. Everett. Okay. We are away from that? 

Mr. Reilly. One of the things where I am saying if you have got 
a plan, you have got to lay it out. Training is no trivii issue here. 
Training of two l^ds: training of people to upgrade them in tech- 
nology and training as we are going to change the system, which 
is going to change the way people perform their current work. They 
are going to have to be trained in that, but they have already start- 
ed, sir, to move away from Cobol and to use other language in 
working on these new systems. 

Mr. Everett. I would like to thank the panel. I appreciate your 
appearing here today and your testimony. Thank you very much. 
Mr. Reilly. It was our pleasure, sir. Thank you. 

Mr. Everett. Let me say while our next panel is getting in 
place, the testimony today raises concerns about the direction VA 
IS proceeding with its management initiatives, and I know this next 
panel is going to shed some light over the concerns that we have 
raised here. 

This panel is from the Department of Veterans Affairs. Mr. Ray 
Avent, the D^uty Under Secretary of VBA. He is accompanied by 
Mr. William Stringer, VBA Chief Information Officer; Mr. George 
Vaveris, VBA Director of Information Technology; Mr. Gary Hick- 
man, Director of the Compensation and Pension Service; and Ms. 
Nada Harris, Deputy Assistant Secretary for Information Re- 
sources Management. 

Mr. Avent, would you please proceed? 

STATEMENT OF RAYMOND AVENT, DEPUTY UNDER SEC- 
RETARY FOR BENEFITS, DEPARTMENT OF VETERANS AF- 
FAIRS ACCOMPANIED BY WILLIAM STRINGER, CHIEF INFOR- 
MATION OFFICER; GEORGE VAVERIS, DIRECTOR OF THE OF- 
FICE OF INFORMATION TECHNOLOGY; GARY HICKMAN, DI- 
RECTOR OF COMPENSATION AND PENSION SERVICE; AND 
NADA HARRIS, DEPUTY ASSISTANT SECRETARY FOR INFOR- 
MATION RESOURCES MANAGEMENT 

Mr. Avent. Thank you, Mr. Chairman. 

I am pleased to be here today to discuss with you the Veterans 
Benefits Administration modernization program, and I would ask 
that my written testimony be part of the record. 

Mr. Everett. Without objection. 

Mr. Avent. Before I make a short statement, I would like to in- 
troduce the people at the table with me. To my immediate left is 
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Mr. Gary Hickman, head of the C&P Service. Next to me is Bill 
Stinger, who is the Chief Information Office for VBA. To my right, 
Mr. George Vaveris, Director of the VBA Office of Information 
Technology, and to my far right, Ms. Nada Harris, Deputy Assist- 
ant Secretary for Information Resources Management. 

Mr. Chairman, our staff is heavily dependent on information to 
serve our nation’s veterans and their families, and this dependency 
is growing with time. Our benefits delivery network is limited in 
the information it can provide and the processing support it can 
give us. 

Consequently, our employees have been working around the sys- 
tem’s limitations by maintaining and keeping track of physical fold- 
ers and through labor intensive activities required in gathering evi- 
dence and ma^g decisions. 

Our modernization program began in the mid-1980s, as was 
mentioned earlier this morning, in response to the obsolescence and 
inaccuracies of that benefits delivery network. When we began our 
modernization program, many of our employees did not have access 
to work stations. Many had to leave their desks to gain access to 
the system or defer work imtil a work station became available. 

At the same time, the system was already more than 10 years 
old. We knew that we would have to replace the system and that 
the investment would be significant if we were going to put in 
place a system that could be easily changed to meet our current 
and future needs. 

We also recognized that we had to reengineer our business proc- 
esses to improve customer service, reduce rework, and simplify 
work flow, and it would be those business processes that would 
drive the implementation of a new information technoloCT system. 

It was obvious to us that such an undertaking would t^e a num- 
ber of years and consideration had to be riven to making interim 
improvements to meet customer demand. 'Today we have made sig- 
nificant progress toward achieving our modernization goals. 

Through our stage one procurement, we have increased the num- 
ber of work stations available to staff in the regional office from 
about 3,600 to over 10,700, and those work stations are multi-func- 
tional. Now employees can access some of the information process- 
ing capabilities they need through a single work station at their 
desktop. 

While modernization encompasses all of VBA, we are giving spe- 
cial emphasis to the processing of C&P claims. We are now able to 
provide adjudication personnel direct access to hospital data four 
times faster than before and from their own desktop. Adjudicators 
now have a flexible and easy system for generating letters to claim- 
ants. Standard forms and other attachments are also computer 
generated for inclusion with the letters. 

We have deployed recently an application known as Rating 
Board Automation, which permits rating decisions with only mini- 
mal keyboard use. 

And, lastly, we have begun to supplement printed manuals and 
directories with a CD-ROM application that allows adjudicators 
easy access to VA laws, regulations, and directives. 

Mr. Chairman, these are significant changes. They are changes 
that were possible because of modernization. Coupled with a host 
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of changes in business processes, which we discussed with you at 
last month’s hearing on our compensation and pension program, we 
are seeing improvement. The bottom line is that claims are being 
processed faster, and we have reduced the backlog of C&P claims. 

We acknowledge that our original modernization plan did not an- 
ticipate fully the degree and rate of change that would need to be 
accommodated. Through the assistance of the GAO and more re- 
cently the Center for Naval Analysis, we have turned more atten- 
tion to better o^anizing our management and integration proc- 
esses to insure effective control of our long-term modernization and 
reengineering efforts. 

In response to some of GAO and CNA’s recommendations, we 
have established a broad, formal performance agreement with 
0MB that established timeliness goals for critical types of claims. 
Internally we have expanded those broad goals to include time sav- 
ing goals for component steps in the claims process, as well as cus- 
tomer service goals. 

We created a VBA-wide business model in September of 1992 
that articulates 39 business goals, 14 of which have been identified 
as high priority and are being considered in the VETSNET design. 
These goals represent a coherent vision of the meaning of service 
to veterans. 

Currently we are working with CNA to create common cross-pro- 
gram goals to drive process and information system design. These 
goals will be consistent with performance measures. 

We also have created a Chief Information Officer within VBA 
charged with, among other things, insuring the effective commu- 
nication between our business and our IRM activities. We are in 
the process of defining expansion of the CIO’s role to include an 
analysis function that would assess the large number of initiatives 
\inderway and prioritize them against new initiatives. 

We have appointed a VETSNET project manager to strengthen 
our business focus and streamline the VETSNET reporting chain. 

We are developing a documented plan that articulates our strate- 
gic vision, identifies major initiatives and their impact on 
VETSNET, and establishes a mechanism for continuous oversight 
and integration of initiatives. 

We have asked CNA to complete a comprehensive, updated eco- 
nomic analysis and assess the viability of our original technical ar- 
chitecture. With the help of GAO and CNA, we are carefully as- 
sessing where we are and what we must change to improve the 
probabihty that we will succeed in our plans for modernization and 
reengineering. 

We are committed to improving the service we provide to veter- 
ans and their families and would appreciate whatever help we can 
get toward that end. 

Finally, Mr. Chairman, VBA needs modernization to produce 
quality and timely decisions to our veterans. 

Mr. Chairman, that completes my statement. We are available to 
answer any questions that you or other members might have. 

(The prepared statement of Mr. Avent appears on p. 64.] 

Mr. Everett. Mr. Avent, I appreciate your testimony. As you 
heard, we have a vote, and at this point I am going to recess the 
hearing until the voting is over. 
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[Recess. 1 

Mr. Everett. The hearing will come to order again. 

In advance, I want to apologize to the panel and those in attend- 
ance today. There apparently is some discussion on the procedure 
of the House floor at the moment regarding doing the business of 
the House, and so we may be subject to another interruption short- 
ly, but considering the uncertainty of it, I think it is best that we 
go ahead and proceed. 

Mr. Avent, I appreciate very much your testimony, and at the 
outset let me say that knowing myself and the entire committee 
and the other organizations involved in this, we recognize the tre- 
mendous step forward that VBA has made in computer moderniza- 
tion, and we applaud and congratulate your willingness to advEuice 
as far as you have so far. 

Having said that, let me start off by saying CNA has completed 
the first of two reports analyzing VA’s management approach to 
VBA’s modernization. The first question would be: what do you feel 
are the most important things or findings in that report? 

Mr. Avent. Mr. Chairman, there are a number of findings in the 
report that we have taken to heart and started working on. I think 
one of the comments that they made, and they made it a number 
of times, is that VBA is involved in a mqjor change of its operation 
and its organization, and I think that works its way toward their 
comments about our modernization program integrating the dif- 
ferent initiatives that we have going now. 

I think the advice that they gave us to develop a plan is impor- 
tant. I think all of the questions and all of the recommendations 
eu’e very strong. I think there are eight of them at least that we 
feel very good about and that we are going to work with them on 
and work on really. 

Mr. Everett. Are there any findinp in the CNA report that you 
disagree with? 

Mr. Avent. I do not think we find any in there that we totally 
disagree with. I think there are some that we may discuss, but I 
think all of those we have accepted to heart and are beginning to 
work on them. 

We have had that report now since the end of March or early 
April. 

Mr. Everett. You mentioned a recurring theme, and I agree 
with you. Also, as you know, there is a recurring theme in these 
reports that states qviite plainly that they do not believe that the 
internal management abilities lend themselves to the scope of 
change that must be accomplished to complete this modernization 
and to fulfill the vision that you have of VETSNET. 

I foimd that, as a matter of fact, in four or five different places 
in the single report. 

Mr. Avent. Yes. 

Mr. Everett. What is your comment on that? 

Mr.^VENT. It is just an interesting comment about our manage- 
ment structure. When you look at our processes and the way we 
are organized, we are doing the right things to get jwople to assist 
us in those areas where we may be weak. We are using contractors 
like CNA. We have been using other contractors too. 
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I think you mentioned the number of people who have looked at 
us, and the number of papers that have been written exploring our 
business and ^ving us advice and mving some thought as to how 
we do our business. So with that added to our structure, our feeling 
is that we can manage this change and the modernization process. 

Mr. Everett. I am going to suspend the 5-minute rule at this 
point. 

Having been in that particular situation a number of times, I 
mentioned earlier, and you may have heard my remarks, that after 
being in newspaper work for about 25 years, I did some consulting 
for newspapers, and generally the folks did not call me until they 
were in serious trouble. That is sort of the nature of that business, 
and generally what I fo\md was that I got great resistance from the 
employees who had been performing a certain function a certain 
way for a number of years, and I assume that you are assuring me 
that you all have taken that into account and that you are correct- 
ing through the training of that situation. 

Mr. Avent. Mr. Chairman, we are taking that into consideration. 
We all recognize that there is always some resistance to any 
change. It is kind of human nature. I think I do it. I think most 
other people will. 

Mr. Everett. We would not be human if we did not. 

Mr. Avent. That is true. 

But the effort here is to make sure that the employees under- 
stand the direction we are going and that we provide them with 
training. That is key to what we are doing. 

In the case of modernization, we have spent a substantial 
amount in training our personnel. The local facilities are also pro- 
viding training so we are trying to bridge the gap; and by bringing 
some of our initiatives on in the manner we have had, we have 
given our employees the opportunity to work up to the full fledged 
application, and the way tnat the system is set up has allowed us 
to do that. 

The BDN has been here since the mid-1970s. As we built on that, 
our first effort, was the procurement of the stage one work stations 
in the regional offices. We provided training for our employees. We 
have talked to them about the way we want to move in providing 
customer service to our people and work through that process. 

As the transitonal ^plications come on line, they receive train- 
ing for that initially. The first day that a work station arrives, we 
start with training. As applications come on board, we conduct ad- 
ditional training, and we train the management people at the re- 
gional offices to provide additional training based on the needs 
their employees might have. 

Mr. Everett. You know, in doing this work, I dealt with organi- 
zations that had 50 employees probably up to 400 or 500 employees 
and had various degrees of success in trying to coach people into 
a new culture or a new way of doing things. I mean, gosh, dam, 
there are just some real ^ood folks out there from time to time that 
for whatever reason decide they are going to do it their wajy and 
that is about it. 

You are dealing with an organization that has included all of VA, 
4,000 to 5,000 employees who I am concerned about, and that is 
not just the people in the regional offices and that sort of stuff, but 
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I am also concerned about the people who have the responsibility 
to make these computer changes that are needed in the moderniza- 
tion program. 

As a matter of fact, I am more directly concerned about that than 
I am other aspects of this situation, and that is really the employ- 
ees that I am asking you about. 

You are not telling me that you have 100 percent compliance 
from these folks? 

Mr. Avent. No. Let me address it a little bit differently, and then 
I will ask Mr. Vaveris to make a few comments. 

When you talk about the people who are managing the IRM 
equipment, we only have about 970 really in VBA. Of that 970, 660 
or so really are involved in the maintenance of the current BDN 
system. The balance of that group is involved in development and 
the other modernization issues. 

George, do you want to add any comments? 

Mr. Vaveris. Yes. There is a strategy to combine both contractor 
supf>ort with in-house training that is evolutionary as opposed to 
revolutionary. 

Sir, you made the comment about the Cobol programming. You 
are absolutely right. It is a language that has, indeed, probably 
seen its best days, but certainly the new tools require time and in- 
vestment in order to have the staff absorb them properly and be 
able to use them, and in part, that is what the transitional projects 
were for. 

The initial round of what we refer to as transitional projects was 
to get the business staff and the technical staff used to the tech- 
nology, to be able to employ it and overcome technical challenges, 
and there have been many of those and still are. 

So we tried to train people at the appropriate time and then have 
them use the skills, this in conjunction with contractual assistance. 
We used that extensively to cover areas where our skill set is ei- 
ther nonexistent or that we view is not necessary to maintain this 
type of skill set in the long run. 

I think one of the important things about the change is that as 
we go through our training and go Qirough our efforts, we have to 
keep in mind that a lot of this technology has to be applied not just 
to the physical coding or the physical generation or programs, but 
also in every aspect of our business. How we estimate changes, and 
we sue working with CNA to better our software estimation tech- 
niques, which is a critical issue. 

TTiere is a whole series of new knowledge sets that you must 
have in order to cope with the modernized environment, and that 
is the direction that we are working in. 

Mr. Everett. Mr. Avent, your written testimony states that VA 
is preparing a strategic management plan. My first question is: 
since you have recently hired a program manager, can we see a 
draft; of this plan by July 27? 

Mr. Avent. Mr. Chairman, I would not think we would have that 
plan totally in place by that time. We have had a number of meet- 
ings. The Under Secretary has put together a planning conference 
which will occur in mid-July itself We will be working on pieces 
of that plan at that conference. 
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We also need to get the final part of the CNA report to finish 
out the strategic plan. It will be later in the year before we have 
that part. We will have other pieces that will be ready much earlier 
than that. 

Mr. Everett. That is part of what causes me some concern. If 
you do not have a plan in place before September 30, how can you 
justify proceeding with modernization? 

You see, I do not want to get into a situation here where we say 
we are not going to do it in 30 days, but give us 60 days, and at 
60 days somebody comes back and says, well, we have got to have 
another 30 or 90 days, and I am sure that the Secretairy, given his 
letter to 0MB on this situation, would agree that we need to get 
started. 

So I guess we are looking for at least a draft of this at the earli- 
est possibility. 

Mr. Avent. We can get you a plan but it will exclude the tech- 
nology part that we are awaiting from CNA. We can get you the 
rest of the plan prior to the end of September. 

Mr. Everett. And then, of course, the question is: if you do not 
have that plan by September 30, how can you justify proceeding 
with modernization? 

Mr. Avent. Our plan for modernization past September 30 is to 
continue our transitional applications to support stage one. Stage 
two also comes in about that time, which basically is the imaging 
process that GAO mentioned. 

Stage three does not be^ imtil after that time frame. 

Mr. Everett. Do you have the resources that you need to do 
this? 

Mr. Avent. Based on the budget that we know, yes, we do, sir. 

Mr. Everett. Okay. In the June 1992 report, titled “Acquisition 
of Information Resources for Modernization, it is premature. GAO 
had three major findings. One, VA did not fully understand the 
managerial, techiiical, and operational problems. 

Two, effective leadership was lacking. 

And, three, the VA Chief Information Resources Officer did not 
possess the essential authority to correct the problem. 

My question is: what has VA done to address each of these find- 
ings? 

Mr. Avent. Two of us need to respond to those issues. Ms. Harris 
can speak from the department level, and I can talk about what 
we have done in VBA. 

Ms. Harris. I would like to start with the third part of our ques- 
tion first relative to whether or not the departments Chief Informa- 
tion Resources Officer has the authority' to address those problems. 

As the Deputy Assistant Secretary for IRM, I report to the As- 
sistant Secretary for Management. 

Mr. Everett. Excuse me, Ms. Harris. Would you pull the mike 
a httle closer? I have reached that age where I am hard of hearing, 
and I am too vain to wear a hearing aid. 

[Laughter.] 

Ms. Harris. As the Deputy Assistant Secretary for IRM, I report 
to the Assistant Secretary for Management. He serves as the de- 
partment’s Chief Information Resources Officer, and relative to the 
controls that we have, the authorities that we have in VA, I am 
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responsible for planning, policy, and oversight for the computer and 
telecommunications information systems for the department. 

But specific to your question, I would say that on the structure 
which enables us to implement that oversight, we are not quite 
there yet. Our agreement with 0MB indicated that we should 
strengthen the role of the CIO, or Chief Information Officer, and 
to that end we are instituting a pro^am, a VA-wide program, to 
establish Chief Information Officers in the operating administra- 
tions. 

Two yeairs ago, I believe we did appoint a CIO in VBA, and that 
is Mr. Stinger, who is at this table. We are currently strengthening 
his responsibilities or the responsibilities of that position for VBA, 
the purpose of which is to provide a bridge between the business 
and information technology aspects of managing computerized in- 
formation systems. 

We are aJso working with the CIO to develop contingency plan- 
ning, as well as security, for the current and rutTire systems, and 
in tne process of establishing a corresponding position in the Veter- 
ans Health Administration. 

Mr. Everett. Let me put a direct question to you. To date have 
you halted the forward movement of any of these plans that Sec- 
retary Brown said you would have authority to do in his letter to 
0MB? 

Ms. Harris. We have not halted any of VBA’s plans to date. 

Mr. Everett. And that is in light of the fact that we have the 
GAO and 0MB and GSA reports that say that there is a strong 
possibility that we are moving ahead too quickly? 

Ms. Harris. My goal would be to establish a disciplined process 
by which we would have key decision points that would provide go/ 
no go. 

Mr. Everett. At what point do you become involved in that deci- 
sion process? 

Ms. Harris. In the decision process for a go/no go decision, my 
current role is more relative to acquisition authority. 

Mr. Everett. I understand that, but do you have any input into 
acquisitions prior to your receiving it on your desk? 

Ms. Harris. Not necessarily at the points at which a key decision 
would need to be made. However, the progress we are making with 
respect to CIO roles and responsibilities should help alleviate that 
situation. 

Mr. Everett. In the 1993 report, the GAO report included the 
VA-OMB agreement in which VA agreed to stren^en the CIO po- 
sition, including rejrorting directly, directly, to the Secretary and 
seven specific ftmctions relating to VBA modernization, including 
approval authority over all acquisitions. 

Is that happening today? 

Ms. Harris. The department’s Chief Information Resources Offi- 
cer does report directly to the Secretary. I report to him. 

Mr. Everett. How about the other seven functions? 

Ms. Harris. The other seven functions, we are through the CIO 
program rebuilding the bridges which will help us accomplish all 
seven of those functions. 

Mr. Everett, And when do you suspect we may have those 
bridges built? 
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Ms. Harris. We intend to have the program in place before the 
end of the fiscal year. 

Mr. Everett. Mr. Avent, as you realize, we are in a situation 
here where we are handling $20 billion, and also with all of the in- 
formation I have been able to gather, we may not be doing that in 
the most efficient method possible. I think that is probably backed 
up with a 400,000-plu8 backlog of veterans out there waiting 160 
days or better to have something done. There have been a number 
of recommendations made by these organizations, and to date we 
do not find, you know, that many of them have been carried out. 

Is there any particular reason that that situation exists? 

Mr. Avent. Mr. Chairman, I can address the GSA recommenda- 
tions. We have followed through on those and satisfied their needs. 
It was mentioned earlier that our authority to purchase was pulled 
and then returned after 4 months during which time satisfies 
GSA’s interests and needs. We are continuing to report to them 
regularly on the progress we are making. 

We have addressed the recommendations in the GAO report as 
well. There have been recommendations that resulted in some dis- 
cussion because we did not fully agree with GAO, but we have 
moved forward on the recommendations. 

We have moved forweird on CNA’s recommendations as far as we 
can in the short period of time since we have had that report. 

Mr. Chairman, I would hke, if I could, to backtrack a second and 
add on a comment to what Ms. Harris mentioned about the CIO 
role and give you a feel for the CIO role in VBA. 

Mr. Everett. Please. 

Mr. Avent. As Ms. Harris mentioned, Mr. Stinger has been des- 
ignated as the Chief Information Officer in the ^A, and in that 
role he oversees the reenmneering efforts, the OIT efforts, and con- 
trols and oversees all ADP purchases. 

We are working with Nada’s ^oup, and Mr. Catlett, the Assist- 
ant Secretary. As we make decisions, we are sharing them. So even 
though we might not have a formal bridge, there is definitely open 
communication and discussion between our offices about where we 
are going before we make final decisions. 

Mr. Everett. Mr. Avent, allow me to interrupt you. 

Mr. Avent. Of course. 

Mr. Everett. That is one of the criticisms that I find in most of 
these reports, the fact that we get a bunch of folks together that 
sit down at a table and we talk about something and we all go off 
with an agreement, but there is no, as you put it, formal bridge 
there or, as I put it, we do not have much of an MBO situation, 
management by objectives, and detailed information on how people 
ought to be reacting. 

f find that folks generally want to do what they should do, but 
the point is they have to know what that is, and it concerns me 
a little bit that you mentioned that there is no formal bridge there. 
I do not think that these informal get-togethers necessarily serve 
the best interests of the taxpayer. 

The underlying concern that I have in all of these reports is the 
fact that there is not an overall detailed plan to get where we ^e 
going, and by some estimates we may end up spending $1.5 billion 
on tms situation, and almost all of these folks, GAO and CNA, 
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agree on one thing just about, and that is that VETSNET is not 
going to accomplish what you envision to accomplish unless you do 
get some detailed plan together. 

Now, putting that aside for the moment and going back to my 
originaJ question, the first two questions in that series about con- 
sidering the acquisition of information resources for modernization 
is premature. As you recall the first question was VA does not fully 
understsmd the management, technical, and operational problems, 
and the second was that effective leadership was lacking, and the 
third, of course, Nada has already answered for us, and I appre- 
ciate the answer. 

Would you address those first two? 

Mr. Avent. Well, when we talk about the leadership not being 
there, I think we at that point moved forward by strengthening our 
own program, the leadership and the responsibilities for the mod- 
ernization program. I think that is what brought about the full- 
time CIO position and his responsibilities in VBA. 

That oversight, the IRM people, their organization, report di- 
rectly to the CIO. He is the person in charge of making sure that 
our plans are integrated Euid pulling both the IRM people and the 
business people together in making those decisions. 

Mr. Everett. And you are comfortable with the effectiveness of 
the leadership that we currently have in place to get this done? 

Mr. Avent. I will say that we are builaing on what we have. We 
are continuing to strengthen that, and then the fact that the CIO 
and his role, I think, is a strong indication of where we are going. 

We have also involved the Policy Board, which was selected by 
the Under Secretap^ and put in place. So I feel that we are making 
the effort and getting the meuiagement of the system in place. 

Mr, Everett. Let me read from the report of those other seven 
components. Work with VA components to establish acquisition 
and implementation priorities and to review any problems. How 
are we handling that? 

Mr. Avent. I did not 

Mr. Everett. Would you like for me to read it again? 

Mr. Avent. Yes. 

Mr. Everett. I am at the 0MB letter, you know, if you have got 
a copy of that. I am referring to the first bullet. 

Mr. Avent. This is the 1993 letter? 

Mr. Everett. I will read it again. It says work with VA compo- 
nents to establish acquisition and implementation priorities and to 
receive any problems. 

Mr. Avent. I will let Mr. Vaveris respond to that. 

Mr. Vaveris. There are a series — I apologize, sir. I am trying to 
focus on that particular 

Mr. Everett. It is in the CIO section. 

Mr. Vaveris. The CIO section. Thank you. 

Mr. Everett. Appendix 2. It starts with the sentence “regard to 
major,” page 22. 

I have not any idea what that is. 

Mr. Vaveris. I am sorry. If I may impose upon you to tell me 
one more time. 

Mr. Everett. Sure. Are we on page 22, Appendix 2 of CIO? 

Mr. Vaveris. That is what I have, but I am not 
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Mr. Everett. Okay. About an eighth of the way down it says, 
“Regard to m^or automation projects.” 

I will tell you what. Let me say this, and I will just get you to 
comment on each of them. I think counsel has got a copy of them. 

Mr. Vaveris. Okay. I am sorry, sir. 

There are several mechanisms that we use in order to resolve 
conflicts with respect to either acquisitions, which is less of an 
issue than priorities. The major vehicle that the technology people, 
that is to say myself and my organization, use is the Chief Infor- 
mation Officer. 

If I have, for example, two services who need the same type of 
resources to get a certain set of priorities accomplished or the se- 
quencing needs to be decided, then I would go to the Chief Informa- 
tion Officer to discuss it wiA the individuals involved and reflect 
the business priority back to the technical staff, in order words, 
order the priorities, and then we try and work on the resources. 

With respect to department-wide initiatives, we use a combina- 
tion of the Chief Information Officer working with Ms. Harris or 
directly with Mr. Catlett with respect to what sequence of systems 
that we apply resources to. 

So there are really two different paths that we take, and it is up 
to the management of VBA to rationalize these decisions should 
there be a conflict in terms of resources between the department 
and/or VBA, and that has been the practice. 

With respect to acquisitions, we follow all of the normal side- 
lines, if you will, in terms of the conduct of the acquisition. We use 
departmental personnel. 

Mr. Everett. Excuse me. Define “normal.” Are we talking about 
VA culture? 

Mr. Vaveris. No, we are talking about GSA regulation, in the 
main. 

Mr. Everett. Okay. 

Mr. Vaveris. The delegation of procurement structure, the trail 
boss authority given to the department, and the physical execution 
of the contracting and RFP process by contract personnel that are 
VA personnel in order to conduct the acquisition. 

Now, in order to prepare, let me back up a bit here. In order to 
prepare or get the funds, the normal process of making proposals 
going through the department to 0MB and over to the Congress of 
the United States, of course, applies, especially on the larger scale 
technolopr projects. 

Now, f was not here during that whole process for the stage one 
or the modernization acquisition monies, but that is my under- 
standing of what occurrea, and with aU of the justifications appro- 
priate at that time and discussions with the department and with 
General Services Administration. 

Mr. Everett. Mr. Avent, I am not going to ask you to go into 
detail on all seven of these, but I would appreciate your written re- 
sponse to the committee as soon as possible on these seven items. 

At this point I would like to yield to the counsel for the Minority 
for some questions. 

Mr. Ryan. Thank you, Mr. Chairman. 

Mr. Avent, last year the Congress directed VBA to look at con- 
solidating some regional office functions. Can you brief the sub- 
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committee on how VBA is approaching this task and its implica- 
tions for your modernization efforts? 

Mr. Avent. Mr. Ryan, we have instructed our offices to look at 
better ways of delivering services to our customers built around a 
customer service aspect. 

The ROs now are in the process of accomplishing that. We have 
all heard of the number of stations that have gone quite far in con- 
solidating and blurring lines within their offices, to let the people 
who deal directly with veterans get their hands on those particular 
claims. 

Our modernization, stage one purchases allowed us to equip our 
employees with work stations so they could accomplish their jobs. 
I think we are now in a good position to finish off that project. 

Mr. Ryan. Thank you. 

Mr. Avent, I imderstand that Senator Bond, the Chairman of the 
VA-HUD Appropriations Subcommittee in the Senate, has advised 
the VA that at best the 1996 appropriation for VBA will be at the 
1995 level, which is some $18 million below the President’s re- 
quest. How will this affect progress toward improving services to 
veterans? 

Mr. Avent. Well, Mr. Ryan, if we do see that kind of resource 
cut, we can expect it to have a severe impact on the modernization 
program, for one. We woiild have to look at the impact on stage two 
and stage three, to see if we would be able to accomplish them. My 
thought is we probably would not be able to. 

It would also severely impact the staffing at our regional offices, 
and I think we would see the number of claims pending increase 
substantially. 

Mr. Ryan. Thank you, Mr. Chairman. 

Mr. Everett. Mr. Avent talked a lot about business processes, 
and VBA recently told the regional offices to pick from the four or- 
ganizational models. How do you plan to assess the regional offices’ 
initial choice of models? 

Mr. Avent. After releasing information on each of the models to 
the regional offices, we gave them a period of time to review those 
models and respond to us on the type or the model that they would 
follow. 'That information came through the area directors to our 
policy people in Central Office. We have had the opportimity to re- 
view those selections. They are now back with the stations, which 
are now beginning to implement their plans. 

Those plans can stretch anywhere from a year to 3 years based 
on the need to reconfigure in the regional offices to accomplish 
some training and be able to accomplish all of this while continuing 
to decrease our work load. 

Mr. Everett. If the regional office performance changes after it 
adopts one of these models, how do you intend to determine what 
caused the change in performance? 

Mr. Avent. Knowing at the beginning what type of model they 
selected and then tracking their successes or failures, will allow us 
to compare stations using similar models as well as other common 
variables to identify the cause for change. That is something that 
the CIO and our Modeling Support Group folks, along with the 
management of the regional offices, will work through. 
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Mr. Everett. Mr. Avent, I appreciate the panel's indulgence. In 
closing this hearing, I would like to thank all of the panelists for 
coming here today. 

Clearly, VA faces significant challenges, and I recognize the work 
that VBA has done in approaching this, and I congratulate you for 
the efforts that you have made to this point. 

But the challenges remain, and to illustrate my p>oint, let me 
make one final quote from the CNA report. In Section 5, CNA com- 
ments on VA’s management structure saying, ‘^TBA created a com- 
plex, unwieldy, hierarchical organization layers on top of VBA’s 
own function£d hierarchy. The complexity is compounded by a lack 
of formal tracking mechanisms for actions, issues and answers to 
questions. VBA’s implementation of the team approach and its 
management structure, coupled with the technical management is- 
sues, create megor risk.” 

In bringing about this program, I think VA should seriously con- 
sider restructuring its program management team’s organization, 
composition, and resMnsibilities. If large system integration ex- 
perts are not available internally to manage the program, then VA 
should immediately begin seeking outside assistance. 

That coupled with a management structure that vests significant 
authority in a single, accountable position seems to be the most im- 
portant issue to address immediately. 

I would also like to compliment the Center for Naval Analysis for 
their excellent meuiagement report, and I look forward to their 
technical analysis. 

To be very honest with you, I have been very pleased to have 
heard you today and say that you have some problems and recog- 
nize those problems and you are going to work to do something 
about them. Mr. Avent, we will have some post-hearing questions 
for the record concerning VA’s prowess and implementation of the 
agreement with 0MB, and I would appreciate it if yoiu- staff could 
provide a response by July 21. 

The hearing is adjourned. 

[Whereupon, at 11:13 a.m., the subcommittee was adjourned.] 
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1. Executive Summary 

1.1 Overview 

The Veterans Benefits Administration (VBA) is implementing an ambitious 
program to modernize the delivery of benefits and serwccs to almost 27 million 
veterans and their dependents. VBA’s modernization program implements a 
1985 Veterans Administration policy to provide “belter service to the veteran 
through modern technology." This program includes projects that improve 
business processes for providing services and replace the supporting core 
automated information system infrastructure, called the Benefits Delivery 
Network (BDN), with more modem information technology hardware and 
software, called the Veterans Service Network (VETSNET). In December 1992, 
VBA awarded the first of its planned three-stage procurements to modernize its 
information technology hardware. 

During 1994, VBA continued to make significant strides toward achieving its 
goals of meeting customer expectadons, improving the productivity and 
Umeliness of claims proce.ssing, and exploiting informadon technology to 
improve overall business effeedveness. VBA management has also created an 
organizadonal environment that fosters tire emergence of new ideas for change 
at all levels. 

The Congress, the General Accoundng Office (GAO), die General Services 
Adminlstradon (GSA), and die Office of Management and Budget (O.MB) 
support \’BA’s modemizadon goals, but they have cridcized VBA’s approach to 
achieving these goals and the planning and management of the m^or, cridcul 
modemizadon projects. The cridcisms focus primarily on (1) VB/V’s ability to 
manage such a large, complex informadon technology acquisidon program, 
(2) insufficient linkage of the modemizadon program to customer 
performance measures, and (3) acqubidon of VETSNET before decisions on 
fundamental changes in business processes and, therefore, adequate definidun 
of VETSNET requirements. 

Thb report documents The CNA Coiporation's (CNAC) independent 
assessment of the effeedveness of the organizadonal structures and processes 
dial VBA uses to plan, integrate, and manage tlicse informadon technology 
and business process modemizadon projects. Our assessment idendfies a 
number of key organizadonal issues that affect VBA's ability to manage its 
modernization program and concludes that tlicre b a low probability diat 
VETSNET can achieve its goals as currenUy scoped, planned, and managed. 
The report also provides recommendadons for strengthening and improving 
the coordinadon and control of key modemizadon aedvides. 

1.2 Study Tasks 

We Structured this study to address the following specific tasks directed by VBA: 
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• Understand the goals and objectives of VBA modernization. 

• Identify and describe the organizadonal entities, activities, projects, 
and work groups associated with modernization. 

• Establish what linkages and connectivity exist among these entities, 
activities, projects, and work groups. 

• Identify the activities that are key to the success of modernization. 

• Document the roles, responsibilities, membership, reladonships, 
and feedback loops among tliesc key activides and cntidcs. 

• Identify the management structures and processes that exist for 
integradon. 

• Determine the extent of the allocadons of responsibility and 
accountability for integradon and success of key aedrides. 

• Synthesize the data into a set of findings and recommendadons for 
strengthening coordinadon and control of key' modernizadon 
aedvides. 

The underlying focus of these tasks was to determine the degree to which 
VBA's management structures and processes property integrate key 
modernizadon aedvides. 

As a framework for this integradon analysis, we developed an organizadonal 
model of VBA. Using the model, we identified and analyzed (1) VBA 
modernizadon aedvides and projects. (2) the formal and ad hoc organizadonal 
enddes perfomdng those aedvides, and (3) the communicadons, responsibility, 
and authority linkages among the enddes and aedvides. Once VBA’s 
modernizadon aedvides, enddes, and linkages were idendfied, we assessed the 
degree of integradon that exists today within VBA against a model of how 
integradon "should be" ideally implemented. This model encompassed the life 
cycle of an idea, concept, inidadvc, or project within VBA's organizadon and 
management processes — from inidal analysis through operadonal support after 
implementadon. 

We examined the whole spectrum of major modernizadon and related 
aedvides in VBA. Several VBA working groups are addressing inidadves in 
business process re-engineering and improvement, interagency informadon 
exchange, training. Regional Office organizadon and work flow improvements, 
and agency performance measurement and results evaluadon. The Office of 
Informadon Technology (OIT) is now compledng Stage I of a three-stage 
hardware modernizadon program. There arc major upgrades under way in 
applicadons software in addidon to the major modernizadon effort, the 
VETSNET/Compensadon and Pension (C&P) Program. 

We focused a large part of our effort on the VETSNET/C&P Program of 
software development engineering projects as a key modernizadon aedvity. We 
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determined the degree of integiadon that exists within the Program activities 
and between the Program and other key activities. We selected the 
VETSNET /C&P Program for the following reasons; 

• It is a critical VBA modernization initiative. 

• The Department of Veterans Affairs and the oversight community 
have expressed major concerns with VBA plan. 

• VETSNET/CfeP execudon requires significant resource reallocadon 
within VBA and diversion of resources from maintaining or 
upgrading the legacy systems. 

• It is expected to produce major performance and efficiency gains. 

• It is cridcally linked to VBA's Stage III hardware procurement plan. 

As major tasks of our study were completed, we presented the results in a series 
of annotated briefings and presentadons to designated VBA managers. We 
briefed the findings and recommendadons from die study to the Under 
Secretary for Benefits and VBA Policy Board. 

1.3 Basis for Findings and Recommendations 

We based the findings and recommendadons contained in the report on an 
intensive 16-wcek data collecdon and analysis effort. Our primary sources of 
data and informadon were interviews and detailed reviews of VBA 
modemizadon documents. 

The analysis team conducted more than 100 interviews with key VBA managers; 
members of various VBA modemizadon teams and VBA funcdonal spedaldes; 
Congressional staff members; representadves from GAO, OMB, and GSA; and 
members of the Department of Veterans Affairs. We conducted field visits to 
VBA's Baldmore Regional Office and VBA Training Academy, New York 
Regional Office and its Team Development Lab, Philadelphia Regional Office 
and the Informadon Technology System Development Center, and the Hines 
(Illinois) System Development Center. Our primary objeedve was to determine 
how the modemizadon program is actually being planned and managed today. 

The team also made an extensive review of over 100 VBA and VBA support 
contractor studies and documents related to informadon technology 
modemizadon, process improvement, and modemizadon management. The 
purpose of the document review was to (1) determine the specific policy, 
planning, and analytical frameworks that have guided the evoludon of the 
modemizadon programs, (2) assess the condnuity of these policies, plans, and 
study results, and {%) establish a programmadc and technical baseline for 
assessing the modemizadon and related programs. 
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1.4 VBA's Organization and Its Accomplishments 

The findings and recommendations of this assessment should be viewed within 
the context of the type of changes VBA is attempting to make and the progress 
it has made toward its vision and goals thus far. While the issues raised in this 
report have significant implications for VBA’s current modernization plan, 
these issues should not detract from what VBA has accomplished in recent 
years. The summary below highlights several of VBA's accomplishments. These 
are valuable in their own right and have helped set the stage for a more viable 
VBA modernization effort: 

• The formation of the Policy Board recognized the need for 
management’s focus on changes. 

• The recent approval of the new Strategic Planning Process is a 
critical step forward in integrating and prioritizing efforts on a VBA- 
wide basis. 

• The organization and implementation of the Training Academy is a 
m^or step forward from traditional training methods and can be a 
further major force for change. 

• Tlie implcmentarion of Stage I hardware, off-the-shelf applications, 
and transitional applications, such as the PC Generated Letters 
(PCGL) project, seems to be going well, significantly improving the 
capabilities of VBA users, and improving service to veterans. 

• The development and further evolution of the VBA Business Model, 
with its data and process models, can serve as a strategic tool for 
assessing programmatic change. 

At the same time, we have recognized that VBA is primarily an operating 
organization attempting to make fundamental changes in processes and 
operations, that in many cases, have evolved relatively slowly over 40 years. VBA 
is a rule-based, hierarchical organization with decentralized operational units 
and a centralized business ptolicy structure. Making fundamental changes in 
VBA organization and its processes concurrent with modernizing its 
information system infrastructure b a complex endeavor. Many public and 
private organizations are grappling with similar modernization problems and 
organizational constraints. 

VBA, like many of these organizations, must adjust its original modernization 
assumptions, strategies, and plans based on lessons learned from its initial 
efforts. Such adjustments are a fact of life in managing complex programs. It b 
not unexpected and should be encouiaged. VBA b now at the point where it 
needs to make adjustments to gain a better fit between what improvements it 
can make in its management capabilities and the level of modernization 
change activity those improved capabilities can effectively manage. 
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1.5 Findings and Recommendations 

This section presents a summary of the findings and recommendations of our 
study. They result from the study team's interviews, document reviews, analyses, 
and syntheses. 

We have concluded that VBA is now trying to accommodate a rate of change 
that its operational management infrastructure cannot handle effectively. As a 
result, VBA is faced with a critical choice: (1) it can continue its modernization 
investments on the current near-term schedule as planned, accepting the 
current level of risk and potentially greater risks aliead or, (2) it can selectively 
constrain modernization in the neru term while investing in a management 
infrastructure that will effectively manage and integrate complex 
modernization projects over the mid- to long-term. We recommend the second 
approach. 

The findings and recommendations are the critical issues that VBA must 
address in order to resolve some of the integration and management issues for 
modernization and related programs to ensure a higher probability of success. 
A more complete discussion is contained in section 6. 

1.5.1 Operationalizing Vision and Goals 

Tindiog; 

VBA’s vision of customer-driven service can be a powerful organizing theme. 
But the vision and goals have not yet been translated into an integrated and 
consistent set of performance objectives and measures that are meaningful at 
the process and working levels to guide process re-design and design of 
information systems. 

The vision and the goals have not been translated down to the working level, 
i.e., the process and design levels. The goals must be translated into terms that 
are operationally meaningful to people in their daily tasks whether they arc 
perf orming processes of service to the veterans or chang in g the business or 
informatioti system processes . 

Recommendation; 

Translate VBA customer-driven vision and goals as well as veteran's 
expectations into a detailed system operational concept with performance 
objectives and measures that are meaningful at the process turd operating 
levels. The systems users and new system designers both mast understand the 
performance objectives they are to serve in their daily work. The objectives and 
measures must be integrated, consistent, and operationally meaningful to them 
in their jobs. 

VBA vision of improved customer service must be balanced with concern for 
efficiency in delivery of those scnices. 
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1.5.2 VBA Is Being Challenged by Change 

Finding : 

Although VBA has made signiiicant progress toward its modemizatioo goals, 
the amount and complexity of change is seriously stressing the organization’s 
ability to integrate and manage effectively the modernization projects that are 
under way and planned. 

•As noted, historically, VBA has been an operational organization executing 
relatively stable business processes and has been effective in accommodating a 
low marginal rate of change. VBA is now undergoing increasingly rapid change 
of increasing degrees of complexity and interdependency. It has under way a 
large number of projects responding to externally directed mandates and 
policies and internally generated initiatives. Although VBA must respond to 
externally directed changes, such as Congressional mandates and Court 
decisions, it does have some discredon as to the alternadve means of response 
and die level of resources to be allocated. Internally generated initiadves are 
totally at the discredon of VBA. 

Reconuuendadon: 

VBA must pursue two fundamental strategies: 1) to more selectively control the 
modemizadon changes undertaken, and 2) to improve its management 
infrastructure to be able to integrate and manage change more effectively. 

VBA is taking several positive steps toward coping with change. But the 
structures, procedures, and processes that were successful for operating in the 
past and handling low rates of change are not succeeding as well in dynamic 
situations today. 

The balance of the findings and recommendations address elements of the 
strategie,"! — improving the management infrastructure and selectively 
controlling the modernization changes undertaken. 


1.5.3 Screening and Analyzing New Ideas and Initiatives 

Finding : 

VBA is pursuing a growing number of initiatives without a systematic and 
explicit corporate understanding of their consequences (benefits, resource 
effects, schedule, and risks). Iiutiatives within VBA generally are not analyzed 
or managed on a corporate-wide or project-wide basis in an integrated and 
systematic maimer. 

Within VBA, analyses are often described as “dialogue and coordination” 
rather than as more systematic, explicit, and integrated analysis processes. The 
“dialogue and coordination” mode of analysis, coupled with functional 
organizational perspectives, results in information that is not well integrated 
and does not present a VBA-wide a.ssessment perspective. As a result, VB,\ 
decisions may be based on minimum data and information concerning 
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program and resource consequences and often a partial perspective of die 
effects on VBA as a whole system. 

Establish a systematic, integrated decision analysis process to screen and 
analyze new ideas and initiatives before assigning priorities and selecting 
initiatives for implementation. 

The issue is how VBA can improve its process for filtering and analyzing new 
ideas in the context of VBA vision and operationalized goals. VBA must be able 
to analyze and manage new ideas in a more systematic and integrated manner 
to beaer inform decision-makers of the potential consequences of their 
decisions. There are several key considerations; metrics and data to support the 
analyses; expertise to perform the analyses; and organizing and staffing the 
function. 

The decision analysis process must analyze initiatives and address the follovring 
questions in an integrated, systems manner (1) How will the initiative affect 
business processc.s and performance measures? (2) How will the initiative aCfeci 
information systems? (3) How will the initiative affect VBA resources? 

The objective in the long term is to develop and establish this screening and 
analysis process for promising initiatives to ^tter inform the Policy Board and 
VBA processes with VBA-wide, integrated information. In the short term, these 
analyses should be performed on all significant current projects to support 
Program Prioritization, as discussed in the following section. 


1 .5.4 Program Prioritization 

Finding ; 

VBA is begiiuiing to implement, over a two- to three-year time period, a 
strategic planning process for prioritiring current programs as well as 
candidate programs. Resource and other pressures require an interim process 
for making diffictilt decisions about program priorities. 

It will be some time before the new corporate strategic planning process 
matures and produces the results desired. The current process addresses only 
new initiatives; it does not systematically and rigorously evaluate both proposed 
and ongoing projects. The Policy Board and Executive Management must have 
better decision information on current as well as new programs if better- 
informed decisions arc to be made. 

Recommendation: 

Selectively re-strain the implementation of new projects. Conduct a VBA-wide 
bottom-up review to identify, categorize, and make visible to corporate 
management all significant ongoing information technology and business 
projects according to benefit, cost, schedule, risk, and systems integration. 
Systematically and explicitly evaluate VBA’s organizational capabilities to 
execute these projects. Affordability of these projects should be evaluated 
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under different budget scenarios to assess trade-offs of cost effects and 
payoffs. 

In the short term, VBA must bare down the number of projects it is trying to 
force through the organization's limited capability for managing change. While 
VBA may be able to afford a particular project, budgetarily, that does not imply 
that VBA has the organizational capability to efficiently and effectively manage 
the project For the long term, 'VBA must follow through on its plans to 
implement a new strategic planning process. 

1.5.5 Implementation Planning and Controlling 

The following sub-sections address several aspects of implementation planning 
and control in VBA modemizadon and related programs. This need relates 
both to individual projects and integration across multiple prefects. 

1. 5.5.1 General Considerations 
Finding ; 

VBA needs to strengthen its planning, control, and integration processes and 
structures for managing implementation of large, complex modernization 
projects and systems. 

Integration and management structures, processes, and skill sets are critical to 
implementing and managing complex change, but we Bnd them to be 
generally weak. 

Managing complex change requires a type and level of management that 
differs from operational management Managing complex change programs 
requires a systems perspective with integration and management structures, 
processes, and skill sets (management infrastructure) for systems management 
We have concluded that VBA did not put in place the necessary management 
infrastructure improvements for implementing its modernization program. 
Responsibility for integration and management of complex programs of 
change is diffused with no one responsible and accountable. 



Establish a systematic business requirements deteimination process and a 
configuration control and management system for business processes. 

Establish a staff organization at VBA’s Central Office for VBA-wide integration 
of ideas, initiatives, and projects approved for impIcmentatioD. 

Establish a set of processes and systems for effective program management; (1) 
a formal risk assessment and management program for complex 
modernization initiatives and programs, (2) a system to track 
recommendations, decisions, and action hems to closure and to evaluate 
outcomes, (3) a program management information system and metrics to assist 
in the above and to systematically evaluate and give visibility into the status of 
programs, (4) a systems engineering capability for information technology 
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assessment and integration, and (5) rapid prototyping, modeling, and 
simulation techniques to evaluate and prove selected business process chaises 
before implementation. 

Consider the creation of a dedicated VBA integration control room to track 
multiple modernization and related projects. 

VBA must move to a Program Management culture by investing in skill sets and 
organizations for managing large and complex change programs. 

1. 5.5.2 VETSNET/C&P Program Planning and Controlling 
Finding: 

The VETSNET/(C&P) Program for software engineering development was 
highly ambitious as conceived and structured. The objectives of the project 
appear to be sound, but the current strategy and plan have a low probability of 
achieving the August 1996 milestone for completion, which includes the switch 
from the BDN system to VETSNET/C&P to support benefits delivery services. 

The VETSNET/C&P Program approach employs a large, hierarchical, team- 
centered structure, with 12 teams working on 24 projects in parallel at 4 
geographical locations. Although begun with good intentions, the complexity 
and scope of the program exceeded the capabilities of VBA integration and 
management resources brought to bear in implementing it VBA chose to 
develop VETSNET/C&P applications software using in-house resources at a 
fixed level of effort. 

In retrospect, that strategy for the VETSNET/C&P Program can be seen as 
highly optimistic and risky because of the following factors; 

• Complex and unwieldy organization and management structure and 
processes 

• Weak technical and program integration processes 

• Incomplete and unvalidated information engineering guidelines 
provided to project team members 

• Team members starting with weak skill sets for lliis type of effort and 
requiring a significant investment of training and experience. 

Tliesc factors have been aggravated by a lack of definition of the intended 
integration of software applications projects with process re-engineenng 
activities as well as by differing expectations among VBA senior leadership 
about the resource requirements for and the timing and benefits of the 
program. 

Rccommendatiiin : 

Appoint a VETS NET Program Manager and reassess the current strategy and 
plan for VETSNET/C&P to determine alternative approaches that consider 
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organizatianal capabilities, the level of acceptable risk, and the likely 
investments required. 

There are no easy and quick solutions to the VETSNET/C&rP question of what 
to do about the 12 teams and the work that has already been done. VBA should 
select a program manager to take charge of the program and lead a systematic 
technical and program reassessment of the 24 projects and the progress they 
have made to date. The purpose of this reassessment would be; (1) to establish 
a rigorous program management structure within VBA as a general gord, and 
(2) to consolidate the gains achieved for VETSNET/C&P and lay the basis for 
proceeding with it if VBA decides to do so. In parallel, VBA must evaluate 
alternative approaches to the current VETSNET/C&P Program in light of VBA 
priorities and resources. 

1.5.5.3 Stage I Program Planning and Controlling 
Finding : 

The fielding of VBA’s Stage I modernization hardware, commercial off-the- 
.shelf software applicadons, and initial tiansidonal applicadons has gone weU 
and has the potential to significantly improve customer service and VBA 
productivity. However, VBA’s organizational approach limits its ability to 
optimize development of thU Stage I operational capability as a system. 

VBA's Regional Offices (ROs) view Stage I hardware, software, and other 
components of technology modernization as operational capability. In 
contrast, X’BA’s information technology organization describes Stage I 
modernization primarily as hardware acquisition and appears to measure 
success in terms of the deployment of hardware to the ROs. VBA needs to focus 
on Stage I capabilities as an integrated system of business processes, 
applications software, and hardware 

R ecommendation: 

Manage Stage I hardware, its application programs, and other components as a 
system. Consider appointing a program manager with the budget, schedule, 
and performance responsibilities as well as the authority to integrate and 
optimize the system to further improve RO operations. 

Until a significant VETSNET/C&P operational capability is in place, the Stage I 
operational capability will be the principal means available to VBA to leverage 
information teclinology to improve customer service to the veterans as well as 
to improve VBA’s productivity. Thus, given its resource and skill set constraints, 
VBA should assign high priority to managing an integrated, optimized Stage 1 
system operational capability. 
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1, 5.5.4 Transitjon Planaing for Legacy Systems and VETSNET 
Finding r 

The legacy systems and the VETS NET system will have to be operated and 
supported undl full business community confidence in VETSNET has been 
achieved and VBA’s business customers agree to switch off legacy systems. VBA 
has not analyzed the requirements and developed a detailed transition strategy 
and plan for providing operations and support concurrently to two different 
information systems. 

For BDN, the first set of critical issues b: (1) What is the extent and impact of 
the deferred and forecasted BDN hardware and software backlog? (2) How will 
full implementation of Stage I affect BDN’s performance and availability to the 
business community? (3) Since the time span over which it will be necessary to 
sustain BDN is indeterminate, what strategy will sustain BDN. as a minimum, at 
the current level of service, under any modernization strategy? 

The second set of critical issues focuses on establishing VBA business user 
requirements and demonstrating the achievement of the requirements. For 
VETSNET, the issues are: (1) Wliat level of confidence will VBA busine.ss 
community need to have in VETSNET operational capabilities to agree that 
BDN can be disconnected? (2) What demonstrated operational performance 
and functionality will be required to achieve that level of confidence for the 
business community? 

Recommendation: 

Reevaluate the decision to m aintain BDN at minimum levels. Reconsider 
business-communityKiesired upgrades, however modest, since VBA’s ability to 
deliver services to its customers will depend on BDN for an indeterminate 
period of time. Develop a transition strategy and plan for providing operations 
and support concurrently to BDN and VETSNET information systems. 

BDN must be sustained with the current level of functionality and operational 
availabilit)' for a period of time yet to be determined. Therefore, under any 
revised VETSNET scenario or alternative modernization strategy, VBA must 
define the technical and programmatic options dial can be executed to sustain 
such levels of service delivery. In simple terms, VBA must have an “insurance 
policy" for BDN under any VETSNET strategy. 


1.6 Conclusions 

VBA implemented a number of significant steps in 1993 and 1994 to meet 
customer expectations, improve productivity and the timeline.ss of claims 
processing, and exploit information technology that would improve overall 
business effectiveness. The findings of this study should not diminish the 
significance of what VBA has achieved or tarnished the vision \'BA has 
established. The issues of concent arc not the merits of VBA's goats, but rather 
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the means — strategies and plant— of accomplishment and the organization's 
infrastructure capabilities. 

VBA established a powerful vision of customer-driven service in its September 
1993 videotape titled Modernization Business Model: A Model for the 
Future." This vision focused on key quality characteristics that arc needed in a 
redesigned set of business processes and that should be reflected in a 
supporting information system capability. VBA does not appear, however, to 
have translated this vision into a set of performance objectives and measures to 
guide process and technology design requirements and information system 
functionality. 

Specifically, VBA's programmatic and technical approaches to modernization 
have not been targeted to the same vision and design objectives and have not 
been well planned and integrated. In many cases, planning assumed that the 
myriad of VBA modernization projects were independent, when in reality there 
is a high degree of interdependence. Some of the accomplishments VBA has 
achieved to date are not yet well integrated. Turning VBA's vision into an 
operational reahty to improve service delivery is a daunting and complex task; 
however, with clear olgectives and improved planning and integration, VBA 
will be better able to achieve its vision. 

Successful program exccudon, of course, depends on effective program and 
technical integration. As the number and types of new initiatives, projects, and 
entities increase, the number and types of organizational interfaces and 
relationships increase and drive the need for different types and Icveb of 
integration capability to achieve success. VBA's methods of integration to 
facilitate day-tCKlay activities of an operational organization are not adequate to 
support the complexity generated by the number and types of initiatives being 
pursued. Therefore, to proceed with modernization as planned entails 
unacceptable risk, in our view. 

Managing complex change requires a type and level of management that 
differs from that of operational management. VBA's structures, processes, and 
skill sets arc oriented toward operations management, not the acquisition of 
systems and management of change. If VBA is to effectively manage complex 
change, it must move to a program management culture by making 
investments in the skill sets and organizations structured for program 
management. 

We emphasize that this move entails significant issues of organization, skill sets, 
and culture for VBA. Therefore, VB.^ must decide how to achieve a fit between 
what improvements can be made in organizational capabilities to manage 
complex programs and the type and pace of change and complexity to be 
pursued. This fit cannot be realized through simple management procedures. 

Therefore, we recommend that two strategy approaches merit VBA 
consideration. In the near term, the rate and type of change must be explicitly 
reduced with emphasis on VBA's discretionary choice among levels of new 
initiatives and current projects and programs for modernization. At the same 
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time, VBA must determine what level of resources will be invested in 
organizational changes — structures, processes, skill sets, and culture — to allow 
the organization’s program management and integration capabilities to 
proactively manage all the interdependent modernization projects and 
organizations. 

The degree to which change must be reduced and resources invested must be 
driven ^ explicit judgments on what is feasible to do, when it can be done, and 
the level of risk VBA is willing to accepL In the future, as the organization 
achieves new levels of capability for integration and management of change, 
the rate and complexity of modernization can be increased. 
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Appei ulix II 

VA’s Agreement With 0MB 


tHC SECReTARV Or VCTgSANS AFFAIRC 

WASHINGTON 


m 2 4 1933 

TJif Ho«iBr»&2« l-eon FcoBti* 

Oirfctor 

Office el nana(emcnt and Sudcei 

30S03 

n**« Kr- faneitai 

for aJwoat 7 yeart the Vk teaip has been worbing lo plan the wode/nitation 
ef tre infofwjtion tyaten^s that Bw;>port the delivery of eanetat) beneflta to 
our Nation's veterans and their families. Tor that entire period. VA staff 
and QMf slalf have bee*' eoT'r'unicatini very •ell about the project and 
resou*cct have been provided to support its continuation. The Genera) 

SeiVicet Adminittraticn <CSA) has also been heavily involved xa providing 
cvetaipht and support lor the project. This cooperative effort led to the 
a-ard of a contract for the first stage of a three staged preeuremeni of 
haJd'are. foftvare and support for the VettTana bancfits admintsiratlon in 
earlv Ucerter. The project and the contract hate been the issue of some 
curtern by ChairJnan Conyers of the Mouse Government Opetaiiooi CoBOittce and 
the General Accoontlng Office. : have met personally vith the Chairman to 
discujs Ml concerns, the meeting vai productive and I appreciate bis 
coiJcems. 2 have also met personally v;tfi the Comptroller General and the 
CenetAl Accounting Office staff vh© were involved in revie.lni the project 
frr me Chairman. 

iiscntially Hr. Conyers and CAO are coite.'^ned that ve nor wane 
taxpayers' money by prematurtly acquiring hardware, before vi i-ovi 

hgw .e should Change our buainess practices; and 

what effect that ehang* 4n practices ar.C autcratior would have on our 
service to customers. 

Given that my primary focus Is Improving service co veterans, i share hli 
conttfos. Waving been keenly interested in the aodemiration of the VBA 
systems for the entire life of the project, 1 ar confidant that the effort is 
on the right track. Nonetheless, to be sure that we proceed in a framework 
thet ensurts euceesf and addresses the Chalrman e concerns and consiaient 
with the Vice Preaident's request to you, I have had my staff working with 
yours to revisit our approach to the project- As a reiult of our staffs' 
cfforli 1 have made some changes which increase my eonfidenct. The enclosed 
"wUite psper" documents the agteemenia that our staffs have made, and can 
serve es e contract between out orgsniaaiioos ss we proceed with the project. 

Based on our agreement and our joint roewitment to VIA modemicatien. I 
am tecoflieendir.g that the project be a VA Veyiione in the 'Reinventing 
Cevernneftt*- arena, and that VA and OH! wori cooperatively to document its 
pcsitiwe impact. Given continued cocpetation. the entire acquisition will be 
completed and the syster operating w-uhin >6 months. 
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To «ccoMpiitl> thit |o«I VA wiili 

-~Clev«ti overti|tit of ilic project **lth the Dcpariffent, by eeilgnetini • 
"bueinci* oriented" Chief Infometien OffieerlClO) in V&A to vork 
with the tcchnicel project oenegcr end with the 0«pertJ»«nt‘e CIO; 

— Formelice outside oversight of the project by •ecting regulerly with e 
joint OnS/CSA tesje to discuss the project’s progtess end to assure 
its consistency with VA'i project pisns end Onb/CSA goslss 

~Cstsblisb outccfsf oriented pcrfemsocc nessures for the project which 
document its effect on customer service. For cxsmple, for clelns 
proccsfingt we will eitssutc tho nuisber of days required to mske s 
decision on the velidity of s clsim snd to process that decision. 

**Update the project's cost snslysis in coeperstion with Ohl; and 

— Coonit tn conpletiiig the a.,4iisitien w*thin the origlust overall 
budget projcctluot for the three stages. 

The successful craplecion of this project will result in tignlfieant 
inprnventents in the service we provide to our veteran cliencst »xll mstc more 
picducttve use of our resources and will serve as an cxariple of Che 
Atunmif irarion’s success in chsnging the vsy government operstes- I plsn te 
meet vfth Chsirnsn Conyers to esplsin the changes we have msd* in response to 
h'S coficemt. Ulih his agrecrent, «e can leove forward together to mst:e this 
ef/etc s success. 

SincereW youri , 

Jesse Brown 


Cncleiurei 
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Appendix 11 

VA’s Ajfreeroenl With OMB 


Prineipl«» fet Strcnfttienlng th« 

D«partJ*«nt •( Vstertnt Affsirt’ <VA) Ckl»l ZAfarwation Oflicar'a 
Ovarai^M tala ia Hajar Syatama' AcfvialtiOAt And Impia^cnting 
t*ta Vatarani' lanafita AAnlntalratlan'a (VAA) Madamlaatlan Fragran 

TtiCSC rpiNClFLCS WILL.., 

^ a inpraaa VA avarii^At and evaralt caardiaation af all XRn affarta. 

a aioara that VtA Hada telaat ion li aaacutad la a caat>at(acti«a and 
(wctaiaful aannar ai dlractad Wg OMIr tha HoaJa and Sanata Vatarana Affalra 
Cannjilaai. and 6SA: which will faielva tha VtA Madarni aatlan iiawaa ralaad by 
^ Iht CAO. tha XC. and tha Mauaa C«varia«ant Opatailana Coinnlttaa: 

[ a addraca currant VA apandinf plan, and aaiabliah appraval Xar fuiura funding 

I lentingant wpen a ratvaluatlan af tha caata and banaflta af tha planned 

I prajaeta and VA l«*p)cr»cntatlan af tha fallowings 

I 

aa aaiabllah and maaiura aarviea inotpargant poala: 

ae niinitBf and ccntrel ipandino under tha Slaga Z contract: 

'00 aitablllh igftvara raatinp and dawclapwont facility 

gj. ^ raqai ga- proiagt plar.r.ifta ' I ineludlng pcocais radoalgn and cuarant Coit 
'‘aatinataall and '' 

aa affotiB^han tha Oiiaf Iwfaiwtiaw Dfflgar (C30> roU in VA I9y OWaraight ' 
5ar^«ca T<aprova<*ant Haacuronani 

I e VA will titabllah maaauiablc •arvlea l^provaaant goalt for tha avtrail 

i n.dernAiation project, for ptoraaaet at they art coenginaarad. aod will, whara 
entJtbia. include nracwraa>cntA of utterant aaticfartlon. Vax comnita to a 
• eriea of airviea r'nprevenar.ti bated wpor. Medarnlaatian and bwttnata 
laangtnaarlag.i^VA'will'brtak tha ad^Bdlcatlen parfemanct naaivraa into 
- apprapriato'’iub*catfgoriaa which rapreaant pracaat ^atapa and tha dapa 
*ragwtrad ta accenpiiah theia atapa; (o.g., titabliahnant. Oavalapntnt. 
vttiin 9 . Pavalop:«ant . Rating. Adjudication. Authariiatten).** v« will taVa 
I initial naaiwrantanta to aatabliah tha national basaJina whan wa apan out tasc 

. iiiai in aaltioert and St. Fataraliurg. Va will than taka tawplai avary t 

(■antif at thaar aitaa. aa wall aa a rapratantattua aalion-wida tample. to 
I da.KDiittralt pragrtat toward aur goal. Tht ttatad aarvica iApraveieant gaala 

I will bo rfavaluated aheuld avantt ariaa that aftact tha altaiaieint af thaaa 

' gsals. tSaa Attachiwant far cervica aaaawria.) 

Hanltct SpandtAf 

a will control VA'a Modarnication apanding through tha tpportianieant and 

budget fannuiatian procaaa. 

<• In tha praaant ttaga of tha effort. VAA will uaa Medtrnieation fwndt to 
porchaso tha fOAVA FCa, coaputar hardwora. apatami dcvatopBcnt roftwata and 
oataciatad ouppart aatvieea naadtd to craata a aeftwara tatting and 
dew4lop«T>ant ayitam and an integration facility at the vA. 

« vfA will deploy hardware in aecordenca with an agreed upon aehadwia. where 
naaoad- (ll Vo provide oguipwent natdad in conjunction with proCaai 
recfigintoring. <11 fa reduce uamtananca coatc for alder bardwara. (3) to »ra 
(ct ttainiog ond (a) to replace eguipwent which ia not reipontivc to the 
netda of eteda raltatton 
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I 

• VA will r»«p»nd In • Kenner te nny findings fram tha XG rf^ardin^ j 

it» indaptndanl prieinf analyria e( tha Staqa Z canlraat a<«ard. I 

Settwart Teitlnf and Oavalepaitnt Sytta* I 

• 

e VA wilt aatablieh a eoftwarc taitifi^ and devtlapKtal taat bad te de»at»p | 

in-neuaa aapartita in CASt kachneloqry and tail oat aaftwact appiicacien* prttit 
te dipiayntnt an a phaaad beat* in the rational affieaa: 

o VA will aitabliah avalwatian wilaatenaa and aiaeaaieant criitria te batter 
eantcal aaftwara iavalepntnt ceita/ and 

I 

e Sta^a ZXI ra^artiecnt* will bt ra^evalvatad . The aeftware tasting and 
devclepmant •yaten' will aiora elaarly define the Stage ZZX Bainframe capacity 
reguiramenta. 

Pra^cet Planning and Hanage<"ant 

• VA will devalap a detailed preject plen with ptiarltiea far aub*pr«^ecta. 
actiana critical ta achieving pragrtaa. praeeaeea aubjeet te taenginet ring . 

Ihereugh ceat eitineiea ter the evarell Kedernaaatiea and ita ee*"pener.t 

• ltotta< and an updated acenemit aaieafieent. 

e VbA will ebtain training fraw the Seftwere Enginicring Institute an 
perfarming aaftwtre preeeaa etataa<»entB in accordance with the Saftware 
Prereaa Haturity Hadel. Knewledae gained will be applied In the devclep-ent 
end iffpraverent ef aelt«ara nathedelegiaa e^playrd far Hadernl set! an . 

Hercever. VA will use prajcct inanegc'«<ent aeftwara linking raaaurccs with 
budgetary fteta inta an eutawated planning nvedal 

e Unlcai theae atudiaa raiae aerieuj ceneerna about the eeata and patcntjel 
benefiia, funding far VSA Modernitalion will cantinua at a eencrallad pace 
thraagh the appertiohnent and budget farv-ulatian preetiati provided that VA. 

aa refinea reguirementa far the ayate* baaed on the resulla of the preccta 
reengireering; 

BD enaurcs lr«'hauae ahilia are developed awfftcient to correct any 
defieienciea that sight be identified by the independent in*hauac 
aaftwero develapAent maturity atudyi 

ae adheres ta the eaftware deployment rtatrletiena an the tiatibg end 
development project deecribed abcvcf and 

ee demanatratac through poat^implfmenvatien raview of softwara madulet ' 

impreved aerviea ta veterana I 

Strangthen CIO and VA Overtight ! 

a CIO will report directly te tha Secretary on Departmental ZAK isiuee such 
aa major autemetien pcejectai The CIO will cantraltae and ceardinata eanenon 
IRM funetiena te enaure depert*«nt«wide laauea ere eenaldered. Speci llcally: 

ae ute of interaparabillty standerdr and technical arch! treturaa among 

VA’a lane arganiaatiana,* . 

ae aatebliah information atanderds te enable tochange of data among VA 
line arganiaatiana (■•f • meater veteran racerdU and 
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•0 centrelite ene ceerdinvtt InfeiMitiee eheri**^ with etlier retfsrel 
•9*nci*r. kuch «»; 

eee VA«wXda liteemf verificetien wKli the IRS end SSA: 

COB kBfvlSB feOt 6 dBtB IfO* tllB OBfBftWBnt •! Pb<b»»»* lOODJj Bfltf 

»a» «iBctrente tiBdacBl rBCBrdc with POO. 

• With FBord to B.Bj.r .uto.«ti.n projtec. mcli th* VE* 
thB CIO will: 

•e work with VA ce^ponintB l* tAtAOiilh acqvifitken and iMflBwentatien 
prieritias and t« tbibI** any prablsna; 

BB work with iKb VA cBwpBnBnt* tB obvbIbp dteiiiBn erJtaria far 

centtBlliit) ByatBwa dtvaiBpnBnt baB BpBrataBa* life eye)** of thfst 
wajsr autBBtBiiBn ptB)«ett; 

•B davtlsp. in cenjunriiBn with tha CfO. fuli and Bccvrat* Infem^atiBn en 
fBB}or autBABtiBn prB)act aapanditwrai (inciudin^ capital and invastmcnl 
tKpenaca and all agency ataff axpcaiat fat eanduetin) VA IR^ 
ra ipanri Oil I tiaa } ( 

ae da«/Bl 8 p ptrrorwanc* reviaw and rapartinf raqui rawania to Idantify tha 
n«t banelita actually raaltaad frow wajor autawatiaa pra^acta: and 

aa arqaniiB and appainl a pcaup af aaparii at indepandant ad'^iiBra ta iha 
laniaf manapamant eaunetl (aaa bcia>): 

aa tavtaw and appraua all wajar autanatad tnlamatlan ayata'^i at 
pia-dcltnad milastenaa; 

aa avaluata and apprawt all aifnificant Intamatlan tteonalaf)* 
aequiaiXiana abava Sl.k nilltani 

a A aarler manayc^ant eauneil will ba aatabllahad it VA. The council would: 

be prtarnl VA>wtda IRh* iaauaa to tha lacraiary and VA atnier naoafara ter 
raaelutlan: 

ae adviaa tha SacTotary on woyt to Imprava VA a aaa of infomatien 
tacKnalflgy and; 

99 edviaa tha CIO an tna va f«a 5 ar outewatlen projaeta Including pragtaaa 
tawatd raiaWlng aulataodlng ptoblaua. 

a Tht CIO will aw^it a brief aewi •annual rapert ta OMt and CSA. Thta rapart 
will inelwda: 

aa the atatua af any aiajar awtacnatian pfajacta. auch aa tha VbA 
Aodarniiatian; 

06 tha daeiaiana and autpwta af tha aaniac nanaganant ceuncil: and 

oo attpi undarway to correct prebleina and allaatena alippape. a* wall ai 
identtlying latwaa and proDlaeii that ara aucaiia VA a cantral- 
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rttferoianet 


1 raffomane* Htaaarca far C&F Sarvica 

TAa tia«rlieaai at precassing clai«s lor coapanaatian antf panaien Oanafita aa 
tha pri*a iiatiatic upoa which to faw 9 t the ovarall parfor^anco of the 
adjudication proetta at individual rofianal effieaa or eallcctiwely. This 
tiaialirtaSB ia aaaaurad by tha avara^a numbar of daya taqwirad to ee«pleta a 
particular claiif (and predwet/SF) and than conpatad to on astabliahad 900 ! for 
that catoqery of claim. 

Cwrrantly. the time to eemplata tha four erlpinol typer al cempearaCion and 
panalen claimr. tha oaaantial businaia of CiF claina procoaiifiq. aipni f icantiy 
oxcatds tha raaptetiva poala- To roach tha oitabliahod foala for original 
elai/ar. th< average ntoabec of dayt fat oach muat be raduead by Thia 

proeaaa of inprawing tha timalineaa al thaaa four typos of claims aver tha 
hast fiva fiscal yaara. as wa prograsa Inta tha modarnisstien anvi rammanc . 
prowidca tour hey maaauramcatr with which to aaaeas tha parformanet ol 
eempansatioh ard penrion claims preeassing. Tha currant lava* al tha quality 
al CiF claim preeaasina will be maintatntd during this paried. 

The chart below shawa tha number of daya far aach cf the four and products 
at prejactrd lor tha and of Ittl. the goal loval and the percentage of 
improvamant (i.a.. dacraase in the numbar of days). Taking ante account 
implrnantation ond training time, the real impact of tha modarnitad anviren- 
mont rhoula oacamo apparani aarly in rv tOO( with gaols raailaed by tha and 
el ft 1191. 
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2. fcrCsnunc* H««sur«« for v»t»r*n« A»ilic*rtcc S«rvic«« 


Tn* Awtbar ■< public contact* by taJaphcn* and tb* ratio of votaraas 
***i*tanc« Inquirias to tha nunbar a( public eantacta by tclaphona *r* 
fipnlticant MCBawraiMAta in tba maA*9om*ai at ch* Vatorana Aaalatancc Sarvira. 


PrurOIMANCC HCASUROiCNT It 
LT nt 9i 


rt II 

gixctflk Bi JattKAIt 


Public Contact* 1.1 sillian |> 

Withaut Zneiaaaad 
Staf tin) 


Her* public cantaeta by talopheaa will b* 
BanClcd without ancraaaatf atatfin) in the ttlaphan* intarwiaw 
■etlvitioa. Tbaaa centaeta will iacluOa autanatad talapben* 
cuacowac intarlaca*. 


Tha VAA7S IVataran* Autanatad Aasiacanca Talapban* lyata«nl la a 
tA)nificant medacniaation initiativa. It hai the potential ic 
prswid* a lawal ct 24 hour aarvica to cuitoroara. ta anvwcr aoni* 
inquiciaa and quastiont by automatad inf anaation. to allaw a 
potential intartacr batwaan tht euilawar and ht* or bar matcar 
record, ta uca taehnalogy to taspend to aiaat fre^uantly aahad 
)tf*itipns. and to waa talaeennunicotiana for aaif eartifieation and 
waririeation preeaduraa. Such edvancaa would frta atatf to handl* 
paraenally aowc of th* currant overload. VaaTS it a multi^Sarvte* 
anicialiwa invalvin) moat Program otaai- 
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Patio of VAl'a 4.1 par 100 )0\ 

to Ntfabat of Public 
Centaeta by laiaphona 

Xatre al Votoroni A oairtanea InnuAriaa ta Public Contarto 
Tolophnna ; 7ha rotto of votetana aaaiatanct inquiriaa inltiatad by 
veterans btnafita counaalora (VbCi) to tha nurbar af public centaeta 
by talophena will daeroaat as th* araownt al inrermatiaa available ta 
vSCa from VCTSNCT inert**** ■ 


Aecca* to *<er* Infemation and wort apacllle pandin) liae* data will 
anabl* Caunaalar* to raaolv* additianal in)ulriaB durln) tha 
paraenal eantact. thus prevtdin) a )r*at*r Itval af cottoAar 
fatiafaeiitn and raducan) the adminlatiativ* ti»a and vath dadicatad 
to raaoiutian of aem* vataran* aaaiatanca in)uiri*t. Ipaeifically. 
this Indicator spoalis ta the aunbar e£ written in^uiriaa qanaratad 
Iran* each 100 taiaphonr calls. 


Page 24 


GAO/AlMl>-!i4-26 Veterana B«>nenta ModaraUation 






53 


Appendix n 

VA'fl A^emenc With 0MB 


1. farfsnnane* M«afur« for Vacfttienal ••habllit.Atien Service 

tUpsed ti«« in epplicant etatve 1* • critical iMeivra in the 
•ene^eiaent ef tn* Veeetienel SehehUitatien frofreie. 

PCTfOfwuncc MCASunt! 

cr fl.83 a_U 

Clepaed Tine 1b SO deye ]0 deyi 

applicant Statue 

4. PeclBneanee Meeiure ter Leieti Cueranty Service 

Tiaelineas in the preceeain^ at CertWicatea ef aeaceAeble Velui 
(Cav'e) by field atatlBDe ia e pcinelpal aeeeure at perfeneasee fee 
VA'a Lean Guaranty preqram. 

PCarOIVUNCt HCASUMC; 

tt rx. ai S6 

Tiaelinest at II. «n 20 days !)« in JO deyi 

Civ t 


Vme 25 


&\0/AIMD*94*26 Veterans Benefits ModemlEation 




54 


GAO 


For Release on Odivery 
Expected at 
9:00 a.ni. 

Thunday, 

June 22. 199S 


United States General Accountint Office 

Testimony 

Before the Subcommittee on Compensation, 
Pension, Insurance, and Memorial Affairs 
Committee on Veterans’ Affairs 
House of Representatives 


VETERANS BENEHTS 
MODERNIZATION 

Further Service Improvement 
Depends on Coordinated 
Approach 


Statement of Frank W. Reilly 
Director, Information Resources Management/ 
Health, Education, and Human Services 
Accounting and Information Management Division 



GAO/T-AIMD/HEHS.9S-184 


oni;oiMa»rc 






55 


Mr. Chairman and Members of the Subcoraniitlee: 

We are pleased to be here today to assist tiie Subcommittee in its assessment of the 
approach being taken by the Department of Veterans Affairs' (VA) Veterans 
Benefits Administration (VBA) to reengineer claims processing to improve service 
to veterans. Specifically, you asked us to outline and update past problems we 
have identified in VBA's approach toward systems modermzation, as well as other 
initiatives to improve claims processing. In addition, we agreed to evaluate the 
findings and recommendations of a VBA-ininated study of its modernization effort 
recently completed by the Center for Naval Analyses (CNA) Corporation. 

As my testimony this morning will detail, VA and VBA have taken some positive 
steps toward service improvement. However, VBA still needs to complete its 
reengineering efforts in order to ensure the success of the modernization effort. 

We are anxious to assist VBA by providing knowledge we have gained-both of 
reengineering in general and of VBA as an institution in particular. At the request 
of this Subcommittee, we are currently working with VBA to help it identify how 
to deliver the best service possible at the least cost. 

Over the last several years, we have raised serious questions about VBA's overall 
approach to modernization, as well as its implementation of other initiatives, such 
as regional office restructuring. These questions point to the need for a 
comprehensive strategy to ensure the development of a well-designed system that is 
fiilly integrated with other initiatives, and to the need for a designated manager to 
coordinate and stand accountable for all initiatives intended to improve service. 
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BACKGROUND 

The lives of almost 27 million veterans and their dependents are touched by the 
Veterans Benefits Administration. One of VA's three major components,' VBA 
delivers nonmedical benefits including compensation and pension (the largest 
segment), insurance, education, vocational rehabilitation, loan guaranties, and burial 
services. In fiscal year 1994, benefits totalling more that SI 9.4 billion were 
processed through VA's SS regional offices nationwide. 

In 1990, tlie Secretary of Veterans Affairs called for fundamental change in the 
way VBA provides its services to veterans, noting that VA needed to change its 
business processes and use of information technology. He likewise charged VA's 
regional offices with implementing innovative changes aimed at speeding the 
traditionally slow claims-processmg system. 

To its credit, VBA has responded to the Secretary's call and has taken initial steps 
aimed at eventual change. For example, it has installed new' computer equipment 
in each VA regional office, which has increased the case with which information 
can be accessed, it also has set goals for improved processing times for several 
key types of claims. Further, it has begun implementing a package of over 40 
recommendations submitted by a blue-nbbon panel that was tasked with identifying 
how ciaims-processing times and the backlog of disability claims could be reduced. 
Among other things, VBA has responded to these recommendations by developing 
four organizational models to guide regional offices in realigning claims processing 
duties. Finally, VBA's Reengineenng Work Group has identified 1 8 projects to 
improve VBA's service m all benefit areas 


'The other components are the Veterans Health .'Xdmimstration and the National 
Cemetery System 
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Although VBA has achieved some reductions in backlog and processing time, by 
VBA’s own estimates, at the end of this fiscal year about 400,000 compensation 
and pension claims will await action and veterans will wait, on average, over 5 
months for decisions about original compensation claims. We do not underestimate 
the difficulty VBA faces in gaining control over its claims-processing workload, yet 
such control is cntical. 


QUESTIONS ABOUT VBA's MODERNIZATION STRATEGY 

For the past 3 years we have raised questions about VBA's modernization strategy. 
Key issues include that VBA was purchasing equipment before determining what 
its business processes should be—in essence putting the cart before the horse; 
establishing service goals that were not based on customer needs; and performing 
analyses that did not identify how the new system would improve service. In 
addition. VBA has been unable to determine what the overall cost and benefits of 
the new system will be. We have also noted that the role of the Department's chief 
information resources officer lacks the authority to resolve problems with the 
modernization effort and ensure that VBA's new system will deliver improved 
service. 

In 1993, VBA established several service-improvement goals to be met by the end 
of fiscal year 1998. However, these goals were not based on customer expectations 
or expected process improvements. For example, V A set a goal that an initial 
compensation claim will be processed within 106 calendar days. However, surveys 
of veterans performed by both us and VA showed that veterans expect this service 
to be delivered much faster—within 68 days on average.’ Currently, VBA is 


’ Veterans' Benefits: Lack of Timeliness. Poor Comniunication Cause Customer 
Dissatisfaction (GAO/HEHS-94-179, Sept. 20, 1994). 
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beginning to explore ways to deliver this service within 6S days; however, it has 
not changed its ofTicial service-improvement goal. 

In conjunction with establishing service-improvement goals, a thorough analysis of 
business processes should be conducted. Such an analysis allows an organization 
to understand how long each step in their process takes and why, and promotes the 
basis for identifying new ways of doing business In a May 1994 report, we 
outlined how leading public and private organizations apply information technology 
to improve mission performance ’ Wc concluded that accomplishing order-of- 
magnitude performance improvements nearly always requires streamlining or 
reengineering of critical work processes and that information systems projects that 
do not consider business process reengineering typically fail or reach only a 
fraction of their potential VBA has not conducted such an analysis, but we arc 
now beginning to work with them to do so. Further, VBA has not been able to 
specify overall systems development and life-cycle costs, and expected benefits 
remain unquantified even though it has conducted over 130 various studies ranging 
from feasibility and systems design to economic analyses. 

In addition to these problems, our work on VBA's modernization effort has noted 
that the role of the Department's chief information resources officer (1) lacked the 
authority needed to resolve problems with VBA's modernization effort and (2) had 
no active role in ensunng that VBA's proposed acquisitions would deliver improved 
service. Instead, the chief information resources officer's involvement has largely 
been limited to reviewing procurement documentation for information technology 
resources. In 1993, in an effort to strengthen Department oversight over 
information resources management. VA established a senior Information Resources 


’ Executive Guide: Imorovine Mission Performance Through Strategic Information 
Manauement and fechnology (GAO/AIMD-94-115, May 1994). 
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Management Council consisting of Administration heads and assistant secretaries 
(including the Department's chief information resources officer) to provide guidance 
and oversight in using technology to improve the quality and efficiency of service 
to veterans. To date, the Council has made no specific recommendations regarding 
VBA's modemi/ation effort. 

NEED KOR ROAD MAP TO IMPROVKD SERVICE 

We are concerned that VBA is implementing modernization in concert with 
numerous oilier initiatives without an overall implementation strategy or adequate 
approach to evaluate key initiatives, such as regional office restructuring. 

VBA has not articulated how each of its key initiatives will work together to reach 
the overall goal of providing the best possible service to veterans. For example, (t 
is not clear how ongoing changes in regional office alignments will be 
accommodated in tlie modernized system as it is being concurrently designed In 
the summer of 1994, we discussed with the Department's chief information 
resources officer this lack of integration and the need for a designated manager to 
coordinate VBA's various initiatives. He agreed 

Also, VBA's plarmed approach to evaluating mitiatives will need to be strengthened 
to provide the necessary information to guide continued improvement and ensure 
accountability VBA currently plans to assess overall and individual regional office 
performance in the areas of timeliness, quality, and productivity. It is also 
developing a customer survey that should enable it to assess and track customer 
satisfaction as changes are implemented. This approach may provide VBA with 
some general knowledge of which offices are improving. However, without an 
implementation strategy and sound evaluation approach. VBA will not be able to 
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monitor the progress and assess the success or failure of initiatives, including 
modernization, or determine the impact of factors beyond its planned actions, such 
as changes in workload or staff turnover 

The challenges facing VBA can be illustrated by examining the history of VBA's 
handling of original compensation claims. Figure 1 shows that the number of 
calendar days it took, on average, to process these claims jumped &om IS I days 
for fiscal year 1990 to 212 days for fiscal year 1994. But then something 
interesting happened: as of May 1995, the average number of days dropped to 166. 
Why did this reduction occur? VBA officials cite recent initiatives, including 
implementing recommendations from the blue-ribbon panel and modernization, as 
well as other actions— such as mcreasing the number of raters by 46 percent and 
instituting stopgap measures, such as overtime and shifting workloads among 
regional offices. However, VBA cannot determine which of those actions was most 
influential in helping it improve timeliness, or the cost of these actions. Knowing 
how such a reduction was attained increases the likelihood that it can be repeated. 
Additionally, VBA will be able to judge the relative merit and cost-effectiveness of 
each of its actions. 
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Figure 1; VA's Processing Time for Original Compensation Claims, 1990-1995 
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OTHERS-INCLUDING CNA-VOICE COMMON CONCERNS 

GSA and OMB have both expressed concerns with VBA's actions to procure new 
hardware and software while concurrently wrestling with the question of 
reengineering.^ In late 1994, VBA tasked CNA with conducting a two-part 
assessment of its modernization in response to many of these outside concerns. 
CNA recently completed the first of its two assessments. We reviewed this 
assessment, which focused on VBA's organizational structures and processes used 
to plan, integrate, and manage its modernization and found it to be consistent with 
our prior conclusions. CNA concluded that VBA is trying to accommodate a rate 
of change that its operational management in&astrucnire carmot handle effectively. 
CNA sees VBA as having two choices: continue the current schedule of 
modernization, with the current level of risk and potentially greater risks ahead; or 
selectively constrain modernization in the near term while preparing a structure to 

^ Veterans Benefits: Redirected Modernization Shows Promi.<ie (GAO/AlMD-94-26, 
Dec. 9. 1993). 
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efiectively manage and integrate modernization on a longer term basis. CNA 
recommended the second option. i 


Figure 2 illustrates the commonality of concerns shared by us and other 
organizations that have studied VBA. For example, OMB, GSA, and CNA have all 
noted that life-cycle modernization costs were indeterminate, and that performance 
measures were lacking. In May 1994, GSA suspended VBA's delegation of 
procurement authonty for additional computer equipment for a period of 4 months 
because of concerns with VBA's modernization approach. With this suspension, 
VBA was prohibited fixim purchasing this equipment without GSA approval. 

Figure 2 : Concerns With VBA's Approach to Modernization, 1992-1995 
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Histoncally, VA and VBA have generally not agreed with our conclusions 
and recommendations. However, VA and VBA have recently begun actions 
to address some of our long-standing concems-exploring ways to complete 
initial compensation claims within 65 days, identifying reengineering 
opportunities throughout the organization, and strengthening the Department's 
oversight over the modernization, to name a few 

CONCLUSION. PROCESS CHANGE A PREREOUlSrTE TO 
MEANINGFUL IMPROVEMENT 

Mr. Chainnan, we appreciate the enormity of the challenge facing VBA. 

VBA has undertaken numerous actions to improve service to veterans. These 
actions, however, are not enough. Additional actions must be taken to ensure 
the probability of success of VBA's modernization effort, including 
designating a central point of authority charged with making the vision of 
significantly improved and cost-effective service to veterans a reality. If, 
after thorough analysis, an overall framework can be created into which 
individual initiatives can coalesce, the chances of a truly reengineered 
organization and modernized system making a difference to veterans will be 
markedly enhanced. We are prepared to support this Subcommittee and 
VBA in taking on this difficult challenge. 

This completes my prepared statement. I would be happy to respond to any 
questions you or other members of the Subcommittee may have at this time. 


(SI 1 186) 
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RAYMOND H. AVENT 
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COMMITTEE ON VETERANS' AFFAIRS 
HOUSE OF REPRESENTATIVES 
JUNE 22. 1995 


Mr. Chairman and Members of the Subcommittee; 

I am pleased to be here today to discuss the status and plans for 
the Veterans Benefits Administration's comprehensive modernization 
program. 

Modernization is a multi-faceted program, affecting many 
aspects of VBA's business operations. VBA employees are heavily 
dependent on the use of information to serve our nation's veterans and 
their families. That dependence is even more crucial in the 
environment facing VBA today — one that has joined the increased 
complexity of our workload with higher standards of quality and 
service, while simultaneously reducing unnecessary layers of 
bureaucracy. From its inception, modernization has emphasized the 
role of information technology in meeting VBA's needs. 

Significant evolution, both technological and programmatic, 
within the veterans benefits programs has occurred since its 
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inception. We are proud of the progress we have made to date but we 
are well aware that much remains to be done. In the past two years 
we have undertaken a comprehensive review that is helping us 
dctennine the actions we must take to enhance our ability to deliver 
effectively on the modernization promise. Our purpose at this 
hearing is to address our information technology activities as well as 
other aspects of modernization and the important relationship among 
all the elements. 

My presentation this morning will address seven areas: 

1 . The initial reason for and our basic approach toward 

modernization; 

2. Subsequent environmental changes which have impacted 

our modernization strategy; 

3. The benefits we received from external assistance; 

4. The status of our VETSNET initiative; 

5. Business process changes: 

6. Early results from modernization; and 

7. The role of the Departmcni's Chief Information Officer 

(CIO) in VBA’s modernization efforts. 

THE INITIAL REASON FOR MODERNIZATION 

In the mid-1980s, modernization began as a response to the 
obsolescence and inadequacies of the Honeywell-based Benefits 
Delivery Network (BDN). The BDN is essentially a payment system 
with minimal support for the regional office (RO) actions necessary 
to process claims and keep us and claimants informed of the status of 



66 


their claims. The BDN provides a means for tracking folder location, 
but we know that the available tracking and control processes are 
inadequate, resulting in lost and duplicate folders. Because the 
information stored in the BDN is limited, processing a claim is highly 
dependent on access to the physical folder and on the labor intensive 
activities related to gathering evidence and making decisions. 

Besides its limited functionality, the BDN was limited in its 
accessibility to RO staff. Many employees had no workstations or 
had to share workstations. Meanwhile, isolated efforts to implement 
solutions to specific problems (the earliest version of automated 
access to hospital data, for example) led to deployment of 
workstations that could be used for only one purpose. As a result, 
many employees had to leave their desks or defer work to gain access 
to the information they needed to do their jobs. 

Because of its age, the BDN hardware needed to be replaced. 
Replacement required a fully competitive acquisition and thus 
required a significant investment. Recognizing that the BDN level of 
functional support did not provide the mission capabilities needed to 
meet current, much less future, requirements, we determined that a 
major investment in replacement of the BDN must yield a 
substantially improved system, providing the level of support our 
customers demand. We also realized that comprehensive 
improvements could take a number of years and therefore 
modernization must also provide a framework for making incremental 
improvements while pursuing longer terra goals. Our approach to 
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modernization embodies the concept of "managed evolutionary 
development." 

VBA'S APPROACH TO MODERNIZATION 

Modernization is being executed on multiple fronts 
simultaneously: 

Acquisition and implementation of an information 
technology infrastructure to both provide a viable and stable 
framework for evolutionary growth and also expand access to 
and usability of existing applications; 

Reengineering of business processes to improve 
customer service, reduce rework, and simplify work flows. 
Many of these efforts are moving ahead independent of 
technology, but the presence of modernized technology will 
assist in exploiting their full business potential; 

Development of interim applications to supplement or 
fill in specific gaps in the current BDN support; 

Comprehensive replacement of the BDN through 
implementation of a business driven, redesigned system that is 
veteran-centered, supportive of changes in the business 
processes and capable of supporting evolutionary growth. This 
comprehensive, redesigned system has come to be known as 
VETSNET. 
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ENVIRONMENTAL CHANGES 

As we progressed with modernization, both the information 
industry and the VBA environment changed dramatically. We have 
adapted modernization plans to respond to those changing 
circumstances. Although modernization encompasses all of VBA, we 
are giving special emphasis to the processing of Compensation and 
Pension (C&P) claims. VETSNET will be developed incrementally 
and C&P will be the fust benefit program addressed. Consistent with 
recommendations of the Blue Ribbon Panel, we are also pursuing 
interim C&P initiatives in parallel with VETSNET. In pursuing botli 
interim and VETSNET development we are responding to a variety of 
external factors as well which include; 

- military downsizing; 

- an increase in the number of original claims and the 

number of issues per claim; 

- rulings from the Court of Veterans Appeals; 

- expanded requirements for due process notification; 

- reductions in VBA support staff. 

These changes and accompanying initiatives have placed a 
considerable strain on our business and technical resources. While 
adapting modernization to focus on systemic aspects of our business, 
we also have had to marshal operational resources to get immediate 
control of our large backlog of claims. And our technical staff has 
had to maintain existing operations in parallel with extensive 
participation in modernization. We have now reduced our pending 
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workload and are beginning to see the effects of the first of the 
systemic improvements. 

EXTERNAL ASSISTANCE 

Wc now know that our original plans for modernization had 
not anticipated fully the degree and rate of change that would need to 
be accommodated. In the last few years reviews by GAO and. more 
recently CNA, have helped us realize that we need to better organize 
our management and integration processes to ensure effective control. 

In response to GAO's recommendation that we identify specific 
goals for improved service we established a formal agreement with 
0MB in June of 1993. This agreement highlighted average 
timeliness goals for critical types of claims. CNA noted that these 
goals were too broad to provide meaningful direction for articulation 
of VETSNET requirements, so we developed operational design- 
guidelines that reflect time saving goals for component steps in the 
claims process. This instructs our VETSNET development teams to 
focus on processes that can be streamlined or eliminated through 
automation. We are proud of this effort but we do acknowledge that 
the development of these guidelines is not entirely scientific. The 
paucity of tracking information in our current BDN system limits the 
statistics available as a basis for measuring anything other than 
overall claims processing timeliness. We also prepared companion 
design-guidelines addressing customer service goals. These are based 
on analysis of common themes reflected in 16 focus group sessions 
held with both veterans and VBA front-line service personnel. 
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In November 1 992, a GAO study recommended that we 
analyze our current business processes and develop a clear 
understanding of the deOciencies and problems modernization, and 
particularly, VETSNET would resolve. Essential to our concept of 
VETSNET has been the idea that VETSNET would center its support 
around the veteran and avoid the problems experienced today by 
veterans who ask "Why is it that each time I deal with VBA 1 have to 
start from scratch?" Although this concept was reflected in the early 
functional requirements on which the modernization infrastructure 
design was based, we wanted to add depth as we initiated actual 
VETSNET development. This led to the formulation of the Business 
Model Working Group, which produced the VBA-wide business 
model in September 1992. This model articulates 39 business goals, 
14 of which have been identified as high priority, for the VETSNET 
design. Recently revalidated, these goals represent a coherent vision 
of the meaning of service to the veteran. In addition, the VBA 
business model incorporates automated identification and analysis of 
the fundamental data and processes needed to meet these goals. 

These data and process models ensure that as VETSNET grow.s, the 
important business need for consistent data sharing among all VBA 
benefit programs will be met. 

In its 1992, report GAO also commented on the need for VBA 
to take steps that would ensure effective participation and 
communication between senior business and IRM managers. VBA 
has responded through the appointment of a CIO, one with business 
rather than technology expertise, and through the establishment of the 
VBA Policy Board. 
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At the outset, VBA had established joint program/IRM 
management of VETSNET with regular reporting to the CIO and 
other key officials. In its recent review, CNA noted these actions but 
helped us see tliat refinement of our approach was needed to improve 
effectiveness. CNA offered several recommendations which are 
currently under various stages of review and implementation. 

CNA recommended that VBA create common, cross-program 
goals to drive process and information system design — consistent 
with performance measures. We agree with the recommendation and 
are working with CNA to develop a VBA-wide VETSNET concept of 
operations which is scheduled to be completed at the end of this 
calendar year. 

CNA recommended that VBA control changes selectively and 
improve integration management. CNA further recommended that 
VBA create an ad hoc. interim analysis entity to assess new initiatives 
and prioritize them within existing projects. In response to those 
recommendations, we: 

- are defining an expanded role for VBA's CIO to include an 
analysis function to systematically assess the large number of 
near-term initiatives underway and prioritize them against new 
initiatives. We will be taking appropriate action to support that 
role with procedures and staff once it is defined. The new role 
will be defined and the organization established by the end of 
September 1995. 
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- have appointed a VETSNET/C&P project manager to 
strengthen business focus, esp)ecially during the requirements 
analysis phase, and streamline the VETSNET reporting chain. 

- are formalizing our planning process, by developing a 
documented plan that articulates the strategic vision and 
identifies major initiatives throughout VBA, addresses their 
impact on VETSNET and other IRM intensive efforts, and 
establishes a mechanism for continuous oversight and 
integration of such initiatives. This process will be our primary 
method for ensuring that business reengineering and 
VETSNET development initiatives are properly synchronized 
and will also allow us to balance initiation of new projects with 
tlie resources available. 

- are preparing a single document to serve as a unified, 
synthesized description of the VETSNET/C&P capabilities as 
they will appear to end users and veterans. CNA noted that the 
elements of this description exist, but in multiple forms and 
documents, making it subject to many diverse interpretations 
and making it hard to control the pressures for excessive 
change that are inevitable in a highly dynamic environment 

CNA also recommended that VBA implement a range of 
effective program management procedures to create an environment 
for more effective planning and control. VBA agrees with the 
recommendations and is addressing them in the second phase of the 
CNA study as well as by an internal assessment of all VBA 
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headquarters activities with the goal of restructuring them into a staff 
organization integrating all program management processes and 
functions. We recognize that we must enhance VBA's central office 
ability to lead, respond to. and support service delivery changes in the 
field. We expect to have an organization plan in place by September 
30 . 


GAO has also provided us with many valuable 
recommendations which wc have included in our plans. 

GAO identified the need for an updated economic analysis - 
We have kept extensive cost data and contracted with CNA to 
complete a comprehensive updated economic analysis. In 
conjunction with this task we have also asked CNA to assess the 
viability of the original technical architecture: propose changes; and 
based on a new assessment of functional objectives and incremental 
development, provide and apply improved techniques for estimating 
software development costs. 

GAO recommended we provide applicants with realistic 
estimates about how long it will take to complete their claims and 
develop data on applicants whose claims are denied. We have 
instructed VETSNET development teams to include requirements for 
automatic generation of an acknowledgment letter indicating 
approximately how long it will take to complete each claim. This 
information will be based on current processing timeliness for the RO 
responsible for processing the claim. We will periodically inform the 
claimant of the status of the claim and inform the claimant as 



74 


evidence is received of what remains outstanding. VBTSNET will 
also keep data on denied applicants. In fact, a key element of 
VETSNET requirements includes maintenance of additional data to 
characterize claim tyjjes and claim processing status and time frames, 
so that management will have more data on which extensive analyses 
of process effectiveness can be performed. 

Both GAO and the Blue Ribbon Panel expressed strong interest 
in RO-based initiatives to restructure the way claims were processed 
GAO focused especially on the need to improve plans for evaluating 
the effectiveness of these initiatives. In November 1994, the Under 
Secretary for Benefits released information to all ROs describing 
possible model structures that support the goals of team processing 
and decentralized decision making, reduce layers of management and 
streamline work processes, particularly by eliminating case hand-offs. 
With this framework in place we have now established a Modeling 
Support Committee that is responsible for overseeing the 
implementation of the model structure appropriate for each RO. The 
committee will assist in the development of project requirements and 
timeline estimates, performance indicators and outcome measures, 
resource requirements, training requirements and systems for tracking 
implementation and sharing information. 

We have found the GAO and CNA recommendations to be 
valuable inputs and have appreciated their assistance. CNA is now 
continuing its efforts through a comprehensive analysis of many 
technical issues associated with modernization architecture and size 
and cost estimating techniques. We anticipate significant benefits 
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from the application of CNA technical expertise to our technical 
strategy, particularly with regard to VETSNET. 

THE VETSNET INITIATIVE TODAY 

Wc are continuing with our intensive effort to complete 
analyses of requirements for VETSNET/C&P. This new system will 
enhance and synthesize the limited capabilities available today from 
the BDN and the transitional applications. VETSNET will 
encompass the entirety of compensation and pension benefits 
delivery, responding to the redesigned claims process and the new 
vision of customer service. The following are examples of the many 
ways VETSNET will support the compensation and pension program: 

- It will utilize rule-based technology to assist with the 
development of claims. This will ensure that all evidence is 
requested at the earliest opportunity and that requests are 
submitted to the proper provider. It will identify whether 
evidence that has been received is critical for a decision. It will 
also prompt decision makers as soon as all essential evidence is 
received. 

- Rule-based technology will also be applied to other areas of 
the adjudicative process. VETSNET will assist rating 
specialists by providing suggested decisions based on data 
input via interfaces, by employees, or by other authorized 


individuals. 
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- Data used to make the rating decision will usually be 
sufficient to generate the ensuing award and will also generate 
notification to the claimant. Very little, if any, additional 
employee effon will be required, 

- VETSNET will provide immediate update of client and claim 
information stored in the data base, overcoming the 
information gaps experienced with the delayed cycle- 
processing of the BDN system 

- The information in VETSNET will be sufficient for our 
veterans benefits counselors to reply to most inquiries without 
the need for review of the claims folder. We intend to capnire 
within the system brief summaries of prior contacts with 
claimants so we can respond to subsequent inquiries without 
requiring the individual to rehash previous conversations. 

- VETSNET will provide the platform for VBA to make 
available to claimants and their representatives the opportunity 
to electronically file claims. They will also be able to access 
the system to obtain information specific to their claim or 
general information relating to benefits and services offered by 
VA. 

- Automated interfaces with other government agencies and 
electronic data interchange with business partners will be 
exploited. Expansion of data interchange within VA will also 
be a significant factor as development proceeds. 
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Definition of detailed requirements to achieve these 
improvements began in March 1994 with the formulation of 12 teams 
and the assignment of 24 component projects to those teams. The 
teams arc using an information engineering (IE) methodology to 
define and record requirements through the development of structured 
definitions of both the data required to perform tasks and the logical 
processes that operate on those data to achieve results. In response to 
observations made by CNA, we have made some changes in the 
VETSNET project structure and reduced both the number of the 
teams and the number of sites at which teams are located. We have a 
full time, business-oriented VETSNET project manager. The teams 
are composed of both IRM analysts and business specialists, most 
coming directly from regional offices rather than central office staff. 
The management chain is drawn entirely from the business 
community. As this effort evolved we began to realize that our level 
of IE expertise, critical to requirements analysis, was not adequate. 
CNA confirmed this conclusion and we have placed one IE specialist 
on each team. We have a well defined plan that calls for completion 
of our requirements analysis by September 1 995. This will give us 
the firm basis we need to estimate the actual development cost and 
time frames for completing VETSNET/C&P. 

BUSINESS PROCESS CHANGES 


We noted earlier that modernization encompasses redesign of 
business processes as well as information technology improvements. 
We have discussed a number of actions that are in place to ensure that 
business processes affecting VETSNET design are integrating with 
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and are properly directing VETSNET development. Other business 
changes are underway, as well; 

Consolidation of Education Claims 

We are cunently in the process of consolidating education- 
claim processing into four sites, in order to improve timeliness of 
benefits delivery and operational efficiency. As of June 1995, ail but 
four regional offices had transferred their education-claim cases to the 
four sites. By the end of the calendar year 1995, it is expected that all 
stations will have transferred their claims to the four sites. This 
positions us to maximize the benefits of image processing 
interoperating with BDN processing of education claims, as has been 
prototyped at our St. Louis regional office. The image processing 
component of modernization can bring interim improvements to 
education while VETSNET is focusing initially on C&P processing. 

Service Medical Records Center 

We now have agreements with the military departments of the 
Department of Defense whereby they send the service medical 
records of recent dischargees to VA's Service Medical Records 
Center in St. Louis. The Center, in turn, forwards those records to the 
regional office of jurisdiction if the veteran has filed a claim, or stores 
the records until such time as a claim is filed. This procedure 
significantly expedites processing of disability claims. 

Medical Evidence 

We have implemented several initiatives to reduce delays in 
obtaining the medical information needed to process disability claims. 
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The "Physician's Guide to Disability Evaluation Examinations" has 
been updated, modernized, and made available to examining 
physicians in computerized version for easy access. For psychiatric 
examinations, we may now, in many cases, accept examinations 
performed by clinical psychologists. Previous guidelines dictated 
that only examinations by psychiatrists would be accepted, ignoring 
the important roles played by clinical psychologists. 

The important role of nurse practitioners has also been 
recognized. Examinations conducted by nurse practitioners may be 
accepted for rating purposes if signed by a physician who also 
concurs in the diagnoses and clinical findings. 

Under a memorandum of understanding (MOU) between VBA 
and VHA, VA medical facilities have made a concerted effort to 
process C&P examinations in a timely manner. In response to 
concerns over the quality of the examinations, a recent amendment to 
the MOU added a specific quality element to reinforce the onginal 
intent of the timeliness requirement. 

A regulation change in mid- 1994 increased the number of 
situations in which our rating boards could accept private physicians' 
statements for rating purposes. However, in original compensation 
claims, a VA examination was still required. By enacting section 
301 (b) of Public Law 103-446, Congress prompted us to rethink that 
policy. A proposed amendment to our regulations, now under 
Departmental review, would permit rating boards to accept private 
physicians' reports in all types of claims without need for 
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confumation through a VA examination. The reduction in 
examination requests resulting from these two regulatory 
amendments will allow VA medical facilities to handle the remaining 
requests more expeditiously. We also will see improved timeliness in 
claims where private physicians' statements are acceptable for rating 
purposes. 

Ratine Board Initiatives 

The most technical aspects of claims processing are handled by 
the rating boards. Rating specialists routinely review medical 
evidence to decide service connection for disability or death and the 
degree of impairment caused by disabilities. Their decisions lie at the 
very hean of the compensation and pension programs and, therefore, 
have received close scrutiny by the Court of Veterans Appeals, The 
decisions of the Court have had a tremendous impact on rating 
activities. They have expanded the amount of evidence required to be 
reviewed. They also require rating specialists to wntc decisions in a 
more detailed and explicit manner. This has benefited our claimants 
but also has increased the workload and decreased the productivity of 
our rating boards. We have taken steps to address this fact. 

We have redirected resources to the rating boards. The number 
of rating specialists nationwide increased from 530 in September 
1 992 to more than 800 today. Because two years are required for a 
rating specialist to become fully trained, the benefit of the shift did 
not begin to be felt until late 1994. Improvement will continue as the 
rating specialists gain even more experience. 
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We have encouraged establishment of positions at the regional 
offices to support rating board activities. Several regional offices 
now employ rating technicians or rating analysts to assist in the initial 
review of claims and development of evidence. In this way rating 
specialists may concentrate on cases ready to rate or involving more 
complex issues. 

Traditionally, the majority of rating decisions have been 
prepared by one rating specialist and then reviewed and co-signed by 
two other rating specialists. After a period of testing and evaluation, 
we determined that most routine ratings can be promulgated as 
"single-signature" ratings without a loss of quality. This reduces the 
review and processing time required to promulgate a rating decision 
Guidelines published in 1994 permit Adjudication Officers to 
authorize rating specialists with the requisite expertise to prepare one- 
signature rating decisions. Decisions involving complex issues still 
require review by two rating specialists. 

Perhaps the most important initiative to ensure accuracy and 
consistency in rating decisions is the complete review and revision of 
the rating schedule currently being undertaken by the Compensation 
and Pension Service. To date we have published final revisions of 
sections dealing with three body systems: the genitourinary and 
dental/oral systems in January 1994, and the gynecological system in 
April of this year. We also have published proposed revisions for the 
sections covering 8 other body systems, the final revisions to which 
are now in various stages of preparation. The proposed revisions for 
5 more body systems are also in various stages of preparation. 
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Extensive training packages will support this effort as final 
regulations arc published. 

Evidence and Development 

In the last few months, we have taken steps to ensure that all 
required evidence is requested as early in the claim-review process as 
possible. This can significantly reduce the time required to decide 
claims. 

In January of this year, we began distributing to the regional 
offices development checklists for burial, compensation, pension, and 
DIOdeath pension claims. Concerted use of these checklists will 
help identify all evidence needed and will assist supervisors as they 
review the status of long-pending claims. 

In September 1 994, we published an interim rule that 
eliminated the requirement for submission of certified copies of 
dependency documents in support of claims and allowed acceptance 
of photocopies. We also have recently submitted for Departmental 
review a final rule permitting acceptance in certain instances of a 
claimant's signed statement as proof of marriage, termination of 
marriage, birth of a child, and death. This rule is consistent with 
section 503 of Public Law 103-446, and we expect that it will have an 
even more favorable impact on timeliness. 

We are currently testing a redesigned Veteran's Application for 
Compensation or Pension at three regional offices. The redesigned 
form will assist in obtaining the information needed to successfully 
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"develop" a claim as early as possible. This was endorsed by the 
Blue Ribbon Panel and grew out of our comprehensive analysis of the 
rules for developing a claim that took place in conjunction with our 
efforts to apply "expert" or "rule-based" information technology to 
the claims process. 

Eligibility Verification Reports fEVR> Workload 

The volume of incoming work will drop due to recent 
legislation (Public Law 103-271) giving VA discretionary authority 
to reduce the number of eligibility verification reports that claimants 
must file annually. In 1994. EVRs accounted for more than 24 
percent of the workload (800,000 actions). We believe that, under the 
discretionary authority of the new legislation, and given the income 
verification matches with the IRS and the SSA, we can reduce the 
EVR volume by 65 percent, while maintaining program integrity. A 
proposed regulation to implement this discretionary authority was 
published m May 1995. 

EARLY RESULTS FROM MODERNIZATION 

As mentioned earlier, our strategy for modemi/ntion 
recognized the need to acquire an enabling infrastructure as a basis 
for evolutionary improvement. The substantial part of our 
infrastructure was provided by our Stage 1 contract, awarded in 
December 1992. The VBA-wide implementation of RO equipment 
and networks through Stage 1, have improved dramatically the RO 
workplace and have expanded our access to existing capabilities. Wc 
have increased workstations available to RO staff from 3,650 to 
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10,752. In addition, through the infrastructure design and the 
development of various gateways, we have made these workstations 
multi-functional. Now RO employees can access all the information 
processing capabilities they need through a single workstation at their 
desktops. To illustrate the impact of this effort, we quote the reaction 
of a veterans benefits counselor who had previously shared a BDN 
terminal with three other counselors: "Now I can take as much time as 
I need to respond fully to a veteran on the phone, because I know that 
no one else is waiting for the terminal." 

The Stage I infrastrucmre in the ROs provides the essential 
prerequisite for deployment of both local and standard applications 
that can address critical business needs. It has also allowed us to 
improve the value of applications whose operations in the old 
environment were so burdensome as to impede use. 

Wc now are able to provide adjudication personnel direct 
access to hospital data from their own desktops. Access to data is at 
least four times faster than before. This frees the workstation and 
user to perform other tasks. In addition, the capabilities of our new 
VBA workstations permit staff to perform multiple tasks 
simultaneously. Furthermore, expansion of automated 
communication with and use of VH A data is now feasible because of 
the modernization network capabilities. 

Through a creative combination of data and word processing 
capabilities, modernization has given adjudicators a flexible and easy 
to use system for generating letters to claimants. Data that exist in 
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the BDN arc combined with standard paragraph and letter libraries to 
produce a letter tailored to each claim. By presenting the letter to the 
adjudicator as a word processing document we can still obtain the 
benefit of personal review and editing to ensure accuracy before the 
letter is released. Standard forms and other attachments are also 
computer generated and appended directly to the letter. Recently we 
incorporated specialized style and formatting options to further 
enhance readability. This application eliminates most of the need for 
dictated and transcribed letters and makes correspondence easier to 
understand. 

Many regional offices had adopted a computer application 
known as WARS (Word Assisted Rating System) developed by the 
New Orleans and Atlanta Regional Offices for the Stage I 
environment. This system allowed rating specialists to use word 
processing technology to prepare their own rating decisions, thereby 
eliminating the need for dictation and transcription. WARS reduced 
the number of keystrokes necessary to complete a decision by using 
standardized glossary and macro routines to supply pre-formatted 
phrases and paragraphs — in short, a word-processing package. In 
early 1995, we deployed nationwide a more advanced computer 
application, known as Rating Board Automation (RBA). Its 
sophisticated programming and large database organized by 
diagnostic codes make use of standardized phrases, sentences, and 
paragraphs. RBA permits preparation of a rating decision with only 
minimal keyboard use. This application will make rating decisions 
more consistent and easier to understand. 
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VBA has begun replacing most of its printed manuals and 
directives with the automated reference materials system (ARMS). 
ARMS is a CD-ROM application that allows adjudicators easy access 
to VA laws, regulations, and directives. The system can be quickly 
updated to reflect changes resulting from legislation, court decisions, 
or revised regulations and procedures. This system is also available 
to veterans service organizations, our partners in service to veterans. 

Although there are a number of additional examples, we want 
to provide specifics on one more application enabled by our 
modernization infrastnicture. The recent legislation authorizing 
payment of claims to Persian Gulf veterans in certain cases of 
undiagnosed illnesses, in combination with other special requirements 
related to Persian Gulf, led to the need for a new data collection and 
statistical analysis capability. The basic concept, design and 
development of the necessary automation support were done by RO 
staff, who had access to end-user development capabilities provided 
to all ROs as part of the standard Stage I implementation. The 
application was exportable to other ROs because of this 
standardization and the necessary reporting and consolidation of data 
were easily implemented because of the Stage I network design. The 
period from initial concept to full implementation was less than six 
months, because some of the work could be done by end users rather 
than ADP specialists. Maximizing use of RO talent in conjunction 
with ADP specialists is an important aspect of our modernization 


concept. 
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In parallel with VETSNET we are also developing an 
application to improve control of folder locations within and among 
ROs. Using bar code technology, various locations within an RO will 
be able to easily update an RO data base to show when they have 
physical custody of a folder. Various functions are included to assist 
in locating folders when incoming mail arrives. The potential 
benefits of this application were demonstrated on our Wang 
equipment but Wang limitations prevented nationwide deployment. 
The modernization version of this application will be available this 
fall to all ROs, and will be the first to take advantage of tlie relational 
data base management system and distributed capabilities of Stage I. 
As part of this effort we have developed automated links to the master 
locator component of the BDN. ensuring synchronization between 
field and central systems. The network and gateway facilities of the 
modernization design make this possible and the facilities of our new 
distributed data base management system allow us to implement 
system controls to ensure accuracy Such integration with the BDN 
or across the network was not feasible with the Wang prototype 
version. 

All of us who care about veterans know that modernizing the 
delivery of benefits is an imperative. Doing nothing is not an option. 
Information technology is the primary enabler for modernization but 
we believe it is essential that technology-intensive improvements be 
based on a comprehensive and coherent view of the future of the way 
we conduct our business. The planning and preparation that have led 
to our current level of automation are integral, not isolated, steps that 
will make possible sustained, evolutionary growth. We have 
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achieved demonstrable results despite a rapidly changing 
environment, increasing workload and declining staff. We know that 
this is just the beginning, but it is a beginning based on a solid 
foundation. 

INTERACTION WITHIN THE DEPARTMENT 

VBA is engaged in a dialogue with Department representatives 
which will result in a strengthened role for our CIO and closer ties 
with the Department information resources structure and with other 
parts of VA (such as the Veterans Health Administration and the 
Board of Veterans Appeals). Under the VA-OMB agreement. VA 
was to make funding for modernization contingent on demonstration 
of improved service to veterans. We have made good on this 
corrunitment. VA also agreed to strengthen the role of the 
Department's Chief Information Resource Officer (CIRO) in the 
prioritization, review, approval, and control of major automation 
projects such as VBA's modernization efforts. We are optimistic that 
this increased presence and participation by the CIRO will be a 
positive force serving to diminish the constant distractions and 
pressures of the many reviews, audits, and studies by external 
organizations to which we have been subject. 

We believe that this heightened commitment will benefit all of 
our information technology efforts, especially modernization. And 
because modernization means more than a set of procurements, we 
are collaborating with others across VA to capitalize on today's 
technology to focus on veterans' needs. This includes working 
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towards fulfillineni of the promise of the Master Veteran Record 
(MVR) concept, an effort which attacks bureaucratic inefficiencies 
and simultaneously enhances compassion in the delivery of service to 
our clients. 

It also includes exploring new ways of delivering service, such 
as computer-telephone interface (or CTI) which allows veterans to 
obtain information through their home telephone directly out of our 
databases, and even use of the INTERNET to exchange forms and 
other data on an "information highway" which has become nearly 
second nature to our younger veteran population. The demographics 
of the population we serve is changing, and our modernization effort 
must accommodate the entire population. 

CONCLUSION 

With the help of GAO and CNA, we are carefully assessing 
where we are and what we must change to improve the probability of 
success in the work that remains. We are committed to this effort. 
The timeliness goals that we have established for 1998 in our 
agreement with OMB are very ambitious. However, we believe that 
these goals are attainable through full implementation of our 
modernization, reengineering, and training initiatives, and through 
enhancing the skills of our claims processing workforce. 

Wc welcome your interest and all opportunities for cooperative 
effort in delivering to veterans and their families the benefits they 
deserve, in the compassionate and customer-focused manner to which 
tiiey are entitled. 



90 


Mr. Chairman, this concludes my statement. 1 will be happy to 
respond to any questions that you or other members of the 
Subcommittee might have. 



91 


BTATEMEMT OF CAROL RDTRERFORO, AflSISTXMT DIRECTOR 
NATIONAL VETERANS AFFAIRS AND REHABILITATION 
THE AMERICAN LEGION 

TO THE SUBCOMMITTEE ON COMPENSATION. PSNStOM, 
INSURANCE AND MEMORIAL AFFAIRS 
COMMITTEE ON VETERANS AFFAIRS 
U.S. BOUSE OF REPRESENTATIVES 


Mr. Chaiman and Menbers of the Subcoaaittee, The Anerlcan Legion 
appreciates the opportunity to coBinent on the Veterans Benefits 
Administration (VBA) computer modernization program. 

For many years. repeated projections of improvements in 
productivity and the timeliness of claims processing associated 
with planned modernization and replacement of VBA's TARGET 
computer system have been used to justify substantial cuts in 
regional office staffing. Although some changes and upgrades were 
made to TARGET, little real progress was made toward achieving the 
goal of improved efficiency and service. As a result. VBA's 
initial program eventually had to be scrapped and a new computer 
modernization plan developed. The current program will gradually 
replace the TARGET system and equipment in three stages and is 
scheduled for completion in 1998. 

Since 1990. VBA has implemented a wide variety of organizational, 
administrative, and procedural changes in an effort to streamline 
and improve the quality and efficiency of regional office claims 
processing. These ongoing initiatives have coincided with the 
installation of new computer hardware in all regional offices, 
under Stage I of VBA's long-term computer modernization program. 
Stage 1 also includes the implementation of a number of new 
software programs which include the Automated Reference Materials 
System (ARMS) . Rating Board Automation (RBA) . Claims Processing 
System (CPS). Construction and Valuation (C&V) . and Personal 
Computer Generated Letters (PCGL) . Most stations are currently 
using these programs. This Fall, the new Control of Veterans 
Records System (COVERS) will be introduced and is designed to 
improve the physical management and trac)&ing of claims folders. 

As an interested outside observer. The American Legion has often 
expressed concern about problems with VBA's computer modernization 
efforts and the apparent lac)c of progress toward substantial 
improvements in productivity, efficiency, and timeliness, 
including the long overdue replacement of the TARGET system. 

In its November 1992 report (GAoyiMTEC-93-6) , the Government 
Accounting Office (GAO) criticized VBA's current modernization 
effort and cited poor planning, lack of effective leadership, and 
ineffective communication. In response. VBA made a number of 
changes in the plan. GAO reviewed the modernization program again 
in 1993 and in their report (GAO/AIMO-94-26) indicated that it 
appeared many of the previous problems had been overcome and the 
program was moving in the right direction. 

As Stage I nears completion. VBA is preparing to begin Stage II of 
the program which will involve the purchase of additional computer 
equipment, including optical disc technology, and the continued 
deployment of additional software. 

Mr. Chaiman. in previous testimony this year The American Legion 
discussed the recent findings of a study of the modernization 
program conducted at the request of the General Services 
Administration (GSA) performed by the Center for Naval Analysis 
(CNA) . This study concluded that VBA was trying to accommodate a 
rate of change that its management infrastructure could not 
effectively accomodate. In light of the experience under Stage I, 
it was felt that VBA's timetable for implementation under Stage II 
was perhaps too ambitious. GSA has decided to place a hold on the 
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purchase of equlpnent scheduled under Stage II pending the 
findings of a follow-up study by CNA. In the meantlDe, VBA has 
acknowledged that it is also re-exanining its Stage II projects. 

From our perspective, we observe that the regional offices have 
indeed had to cope with a staggering nuaber of changes within a 
relatively short period. Adjudication staff have been under 
pressure to quickly le^um how to operate the new PC equipment and 
the various new programs being Installed. At the same time, they 
are expected to maintain productivity, quality, and timeliness. 
Adding to the workload pressure has been a steady series of major 
administrative, procedural, and regulatory changes associated with 
the recommendations of VA's Blue Ribbon Panel on Claims Processing 
and other management Initiatives. In addition, precedent 
decisions of the Court of Veterans Appeals and the related changes 
must also be integrated into the adjudication process. 

One of the reasons for GSA's decision to place a hold on 
procurement of Stage II equipment was the apparent lack of 
improvement in claims processing directly attributable to Stage I 
initiatives. Regional office staffs may have, in fact, been 
overwhelmed by the demands placed on them. It takes time to be 
trained and to assimilate these many changes and develop 
proficiency in utilizing the new computer tools that are now 
available. 

The American Legion believes it is essential that VBA continue 
with its computer modernization program. However, In our view, it 
is neither cost-effective nor productive to maintain an 
unnecessarily ambitious time-frame, if experience shows that some 
revision of the schedule is appropriate. The American Legion 
believes the findings of the pending CNA study will be Important 
for GSA and VBA in evaluating whether or not changes or 
modifications are needed with regard to any of the Initiatives 
scheduled for Stage II. 

In conjunction with VBA's modernization program, it has been 
necessary for the veterans service organizations to establish or 
upgrade their office computer systems. VBA has provided a list of 
hardware and software specifications which would be needed for a 
compatible hookup to the VA system. Our service officers report 
that VA staff has been very supportive in providing information 
and training on the new computer programs. Such direct access can 
provide information on the status of a pending claim, as well as 
access to VA reference materials, such as VA regulations, manuals, 
and guidelines, and other important information which enables our 
service officers to provide better and faster service to veterans 
and their families. 

Hr. Chairman, The American Legion is very concerned by the 
potential loss of funding for VBA's continuing computer 
modernization effort, under the various budget proposals for FY 
1996 now under consideration in Congress. The Senate budget 
resolution proposes to maintain the 1995 level for GOB funding 
less a $25 million allocation in the FY 1995 budget for Stage III 
modernization Initiatives. The House would freeze funding at the 
199S level. The net effect of such cutbacks in funding will be to 
negate the strides VBA has made over the past two years to Improve 
overall service to veterans. the backlog of pending claims will 
increase and veterans will have to wait longer and longer for a 
decision on their claims. 

He, therefore, believe it is essential that Congress fully support 
VBA's computer modernization program and maintain adequate funding 
to ensure the full Implementation of Stage II and III. He are also 
cognizant of the need for continued oversight by this Subcommittee 
of VA's progress toward modernizing its Information systems. 


Mr. Chairman, that concludes our statement. 
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STATEMENT OF 
JOSEPH A. VIOLANTE 
LEGISLATIVE COUNSEL 
DISABLED AMERICAN VETERANS 
BEFORE THE 

SUBCOMMITTEE ON COMPENSATION. PENSION. INSURANCE 
AND MEMORIAL AFFAIRS 
VETERANS AFFAIRS COMMITTEE 
U.S. HOUSE OF REPRESENTATIVES 
JUNE 22 , 1995 

MR CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE: 

On behalf of the more than 1-2 million members of the 
Disabled American Veterans (DAV) and its Women's Auxiliary, we 
welcome and appreciate this opportunity to present our views on 
Department of Veterans Affairs' (VA) computer modernization 
program. 

We commend you. Mr. Chairman, for convening this oversight 
hearing to examine the status of the VA*s automated data 
processing modernization program, and to solicit our 
observations and permit our comments on the efficacy of these 
programs for members of the veterans' community. 

Mr. Chairman, we are pleased to take this opportunity to 
publicly acknowledge and compliment the VA for the very 
effective way in which the initial aspects of the modernization 
program have been implemented. 

The benefits and services Veterans* Benefits Administration 
(VBA) delivers exert an impact on the lives of millions of 
Americans. Effective and timely delivery of these benefits and 
services requires a sophisticated information processing 
environment. The primary goal of VBA's automated data 
processing modernization program is to use modern technology to 
improve the delivery of benefits and services to veterans, their 
dependents, and survivors. 

The VBA's modernization goals were developed during a 
number of interactive workshops. These goals include: 

* providing faster, better service; 

* improving communications and Information access; 

* streamlining processing; and 

* providing a system built with the user in mind, 

VBA's modernization program was designed to be 
accomplished in three stages. Stage I is the purchase of 
hardware and software; Stage II is the acquisition of imaging 
technology; and Stage III is the creation of a national data 
center that incorporates and enhances all of the previously 
instituted applications. This system will interface with 
central file locations and other agencies. 

Stage I is complete and all installations were completed 
successfully. Training classes were conducted and the VA has 
reported that: 7,000 employees completed the End-User 
curriculum; and 60 employees completed the Management Overview 
session; approximately 250 employees completed Tricord server 
classes; 40 employees completed Sequent processor classes. 

There are nineteen Stage I transitional applications, 
described below. 
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ADVISOR: Ferfomance Enhancenent Training Systein. Provides 

training lessons in the various benefit areas for the Regional 
Office Veterans Benefits Counselors. 

MfIB: Automated Medical Information Exchange. Oraroatically 

improves AMIS access and response tine through use of Stage I 
local area networks and other coininunications facilities. AMIE 
provides regional offices direct access to medical center data 
on admissions, discharges; and compensation and pension 
examinations . 

ARMS: Automated Reference Materials Systein. Automated text 

retrieval system that supports all VBA programs by including 
reference materials, such as Court of Veterans Appeals 
decisions, VBA policies and procedures, and VBA program 
directives, manuals, and circulars. The data will be stored on 
both CD'ROM and hard disk (magnetic) devices. 

COVERS: Control of Veterans* Records. Barcodes veterans' 

folders. Tracks folder location within the Regional Office. 
Folders will be barcoded and scanned each time a record 
changes within the Regional Office. 

COMC: Conaiittee on Waivers and Compromises. Provides the 

benefits of Stage 1 (enhanced access and Improved user 
interfaces) to the tracking of requests for waivers of debt. 

CPS: Claims Processing System. Provides automated support 
for gathering of evidence and documents required for processing 
original disability compensation claims. Includes a special 
feature to generate a claim application in situations where 
clients are interviewed. 

C&V: Construction and Valuation. Tracking system that 
manages and controls construction monitoring and property 
valuation activities at a regional office. It allows lenders to 
access the system to request appraiser assignments and status 
Inquiries, thereby reducing the volume of data entry, phone 
answering, and "folder pulling" by the staff, allowing them to 
devote more time to other tasks. 

EMPLOYEE PROPERTY CHECKLIST: Employee entry on duty records. 
Needs such as badges, key-cards, equipment issued, and issuance 
Information are entered into the system. 

EVR: Eligibility Verification Report. Modifies processing 
of EVR responses to permit client identification data to be 
entered by wanding of barcodes rather than by key entry. 

HOLAR: Hearing Officer Letters and Reports System. Provides 

the benefits of Stage I (enhanced access and improved user 
interfaces) to maintaining Hearing Officer schedules and data to 
generating Hearing Officer letters. 

LOCAI 4 TRAINING SYSTEM; Local Training System. Tracks all 
training received, required, planned and scheduled. Prepares, 
provides and distributes required forms for student training 
needs . 

PCGL: Personal Computer Generated Letters. Provides 
enhanced facilities for generating custom letters to 
compensation and pension claimants. Includes automatic 
access/use of benefits delivery network data, simplified men'is 
for letter/paragraph selection and automatic generation of 
required enclosures and forms. 

QSR: Quarterly Statistical Report, Uses Stage T 
technologies to improve efficiency and user interfaces in the 
collection of statistical data for education benefit programs. 
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RBA: Rating Board Application. Provides rating 

specialists the ability to create quality rating board documents 
in a timely manner through access to stored formats and text. 
Workstation point-and-cllck technologies will minimize keyboard 
input. 

RIMS: Records Inventory Management System. Provides the 

benefits of Stage I (enhanced access and improved user 
interfaces) to the tracking and disposition of large record 
holdings. 

SLS: Single Log-on System, The Single Log-on System will 
allow users to log-on to host systems such as the BDN and Wang 
without re-entering previously supplied USER IDs and 
passwords. The security information required by Individual 
applications will be automatically transmitted with no user 
Intervention required. 

SUPERVISORY PERSONNEL SUPPORT: Provides commonly needed 
information, such as position description, performance plans, 
performance evaluations, recruitment and status on outstanding 
personnel items. 

TRAVEL AUTHORITY: Travel Authority/ Voucher Preparation. 

Automates production of forms, relates authority to voucher, 
generates maximum information. Provides automated routing and 
concurrences. 

VRAMS: Vocational Rehabilitation Automated Management 

System. Wang VS-based application provides an automated means 
to track veterans' cases. The veterans' case is tracked from 
initial contact through final case closure. Through VRAMS 
case letters, forms, agendas and reports are automatically 
generated . 

These transitional applications are either complete and in 
use or in various stages of development. The ten applications 
in use are ADVISOR, AHIE, EVR, ARMS, PCGL, CtV, RBA, 

VRAMS, SLS, and RIMS. 

Currently, the Chief Information Officer (CIO) works 
closely with VBA in the identification, development, and 
reporting of performance measurement information that can be 
used to monitor the impact of major automation projects. This 
information is tracked monthly by the CIO. Presently, the 
factors being measured are timeliness standards for the 
processing of claims in four categories; original disability 
compensation, original disability pension, original indemnity 
compensation, and original death pension. 

Due to concerns of the General Services Administration, VBA 
has acquired the services of the Center for Naval Analyses 
(CNA) Corporation to conduct a comprehensive program review of 
the modernization program. 

In March, 1995, CNA assessed the VBA modernization 
program. The review was mixed. CNA concluded that VBA 
implemented a number of significant steps in 1993 and 1994, and 
noted that the findings of its study "should not diminish the 
significance of what VBA has achieved or tarnished [sicl the 
vision VBA has established." The report went on to state that 
the concern was not with the merits of VBA's goals, but rather 
the means, i.e,, strategies and plans, of accomplishment and the 
organisation's infrastructure capabilities. 

We will not go into detail on the specific recommendations 
made by CNA; however, it is our understanding that VBA has 
implemented some of those recommendations and is analyzing the 
report and other data to determine how best to approach and 
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manage this herculean task of modernizing the VA's computer 
network. 

Another component of that review is the development of 
performance measures (metrics) to quantify the prdgrammatic 
benefits of improved processing times documented in agreements 
between Office of Management and Budget (0M8) and the VA. CNA 
will also develop metrics to quantify other productivity or 
service Improvements which have been identified through the 
studies at the Baltimore and St. Petersburg Regional Offices 
(ROs). The processes defined by CNA In developing 
performance measures will position VBA to update performance 
measure criteria as new business processes and technologies are 
implemented. The CNA task to develop these measures and 
metrics is scheduled to be completed by the end of the year. 

Stage III is delayed pending the CNA review. The delay 
associated with this study will^ in all likelihood, prevent VA 
from meeting some of its previously set deadlines. 

The DAV is firmly convinced that the modernization program 
will improve services to veterans, provide cost savings to the 
government, allows changes in organization and program 
structures, and improve the productivity of the VBA staff* We 
also are concerned that the modernization program be implemented 
properly, so that this program will be a wln-wln situation for 
both veterans and the VA. The ideal system would allow VBA 
access to the Veterans Health Administration's (VHA's) records 
in the adjudication of veterans' claims. However, we are not 
certain that the current system will allow for such access. 
Direct access to a veteran's VA health care records would speed 
up the adjudication process and, if feasible, VBA should have a 
system compatible with VHA's computer system. 

Mr. Chairman, we believe that it is important to ensure 
that the VBA modernization program is in fact headed down the 
right path. The study being conducted by CNA and the exercise 
of this Subcommittee's oversight capability, as is presently 
being conducted, should ensure that this project is managed 
properly . 

We are also mindful that the study by CNA is expected to 
cost $1 million and it will be paid out of money budgeted for 
hardware. As noted previously. It will prevent VA from meeting 
some of its deadlines. While we can appreciate the need for 
certain studies, we hope that the computer modernization program 
will not be studied to death. 

While the DAV is not naive enough to believe that the 
modernization program is the panacea for the backlog or the long 
delays in adjudicating claims, we do believe that it will 
improve the adjudication system and expedite the process. 

Again, the DAV commends the Subcommittee for convening this 
oversight hearing and for taking this meaningful step to ensure 
that VBA computer modernization ie headed in the proper 
direction. 
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WRITTEN COMMITTEE QUESTIONS AND THEIR RESPONSES 
Chairman Everett to Department of Veterans Affairs 

Qucsciolu from the Honorable Terry Everett, Cbairman 
Subcoromirtee on Compensation) Pension, Insurance and Memorial Affairs 
VBA Computer Modemiaation Hearing 
Jane 22, 1995 


1. In his testimony regarding the CIO, Mr. Avent stated that "as wc make decisions, we are 
sharing those," It appears that the VA CIO is merely informed of dectsions with no real 
authority. How docs that situation comply with the 0MB agreement? 

Answer: The Assistant Secretary for Management (AS/M), as the Chief Information Resources 
Officer (GIRO), reporu direaly lo the Secretary to carry out Department responsibilities under 
the Paperwork Reduaion Aa, Public Law (PL) 96-51 1 as amended by PL 99-500, and pursuant 
to 44 U.S.C.. Seaion 3506(b). The GIRO oversees the Department's IRM planning, budget 
and implcmentabon processes which are executed in collaboration with senior officials acros> 
the VA. 


2. What changes in man^ment structure has VA put in place since reedving the CNA 
report? 

Aiuwer: Upon review of the findings of the CNA report, VBA is implcnienung a new 
integrated planning process to be led by a senior executive. The first p^se ofrhis process, 
scheduled for completion in 5»^cmber> will incorporate VBA's various business reengineering 
and business modeling activities, as well as our ongoing technology, applications development 
and training initiatives. The plan will relate iniciadves to VBA's scrat^ic vision and ^als and 
also show how iniiiaitves relate to each other. VBA has also appointed a senior business manager 
as the VETSNET project manager, replacing the business/technical team approach that had 
been in place previously. 


3. The 1993 agreement with 0MB lists seven items with regard to the authority and 
respoostbUides of the VA CIO. In her testimony, the DAS IRM noted she was not 
involved at key decision points. Her testimony also suggests no real authority has been 
vested in VA's CIO, and brings to question VA's intent to comply fully with the Icrttcr and 
intent of the agreement. Please describe actions VA has taken to comply with those 
commitments. 

An.^er: The following are eiglit items (rather than seven) listed in the agreement, that the VA 
CIO is to accomplish and the aaions that have been taken to comply: 

(I) Wodc with VA components to establish acquisition and implementation priorities and to 
resolve any problems. 

The Assistant Secretary for Management (AS/M) U implementing a VA CIO program within 
VA to refieci the current needs of the Depanment. The Administrations are currendy working 
towards finalizing the .struaure requirements char must be in place in rheir organizations to 
implement this program. VHA has developed a CIO structure as part of their overall 
reorganiution proposal which should be approved this summer. The new role a CIO vrill brmg 
CO the Adtniutscracion will be an independent and objective fulcrum between the program 
(business) side and rhe information technology side. The CIO will broker the best compromise 
between programs and iRM to ensure the Administration is responsive to its business priorities 
and needs. The CIO concept was first introduced within VA in 1993, when ihr Under 
Secretary for Benefits, with the concurrence of the AS/M des^naicd his Chief of Staff as CIO. 
To further strengthen the CIO function and permanendy install the CIO program within VA's 
two Admimitrations. the Deputy Assiscani Secretary for IRM (DAS/IRM) has defined the role 
and authorities of a CIO, the proce« for seleaing and confirming a CIO. the participatory 
requirements of a CIO on the VA Senior IRM Council and IRM Steering Committee, the 
performance indicators for a CIO, and linkage of these indicators to threshold levels of 
delegation of authority to a CIO. 


1 
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(2) Organize and appoint a group of «xpens as indepesidcni advisors to the icnior management 
council. 

The Senior Manageineni Council of 1993 provided a forum for infonnation exchange among 
VA s Admini.scration hcad.s and AssUtanr Secrerariesj therefore, there was no need at that time 
for independent advisors. Along with restructuring the Deparmient’s IRM program, the AS/M 
initiated the VACIO program and is re-establishing the Council at the CIO level. 'I'liese 
initiatives will be implemented concurrently. 

(3) Review and approve all major automated inibrmatton systems at predefined milestones 
(See response following item 6); 

(4) Evaiiiatc and approve all significant information technology acquisitions above $2.3 million 
(Sec response following item 6); 

(5) Work wicii rhe VA components to develop decision crtietia fi)r controlling systems 
development and operations life cycles of these ma|ni information project (See response 
following Item 6): and 

(6) Develop performance review and reporting requirements to identify die ner benefits aauaJly 
realized from major automation projeas. 

As a normal business practice, the Office of the DAS/I RM works with all VA organizational 
elements to ensure chat acquisitions, and subsequent implementations, are in keeping with both 
the goals of the Secretary and the objectives of the program offices. As VA organizational 
elements define objectives in support of ihe goals enunciated by die Secrcuiy. they develop IRM 
initiatives to implement those objectives. These initiatives arc profiled within VA*s S-year 
information technology plan, the VA's IRM Program. 

As a subpart of this process, the Office of the DAS/I RM reviews the requirements analyses and 
benefic/cosr analyses for IRM acquisitions that exceed $250.(X)0. The acquisition requests are 
also reviewed against the approved IRM Program and coordinated with the Offices of Budget, 
General Counsel, and Acquisition and .Materiel Management. If significant changes are made to 
an initiative (such as an increase in budgeted funding levels, the addition of new functionality, or 
significant delays in the project schedule), a new IRM plan is required befiire the acquisition can 
be given review consideration. 

The Office of die Assisuni Secretary for Management (AS/M) is finalizing a new dlrecrive 
which strengthens the policy and responsibilities for VA's IRM Program. This direaive defines 
.muctured processes to assist Department IRM officials in meeting their rciponsibiiiiies under 
mandated Govemmentwide policies and procedures, lliis policy provides the foundation for 
IRM planning, budgeting, acquisition, and review of VA’s information systems. 

The Office of die Deputy Assistant Secretary for Information Resources Management 
(DAS/IRM) will review information systems or IRM initiatives at key decision points including 
the IRM planning and performance nieasurcrnent phase, the budger review and submission 
phase, the acquLsiiion phase, the implementation phase, and the post-implementation review 
pliatc. The first use of this new IRM process is VA's PAY-VA initiative whicli has been granted 
a conditional IRM approval diat permits the program offke to proceed up to a defined point. 
Continuing (RM auihoriry for this project will be continent upon specific implementation 
plans and briefings requested by the DAS/IRM. This pciformancc-based IRM approval 
program provides further assurance that VA's information technology initiatives will meet their 
obfcctive.s and milcsrones. efficiendy and economically. 

(7) Develop, in conjunction with ilic CFO. foil and accurate information on major automation 
proiect expenditures (including capital and investment expenses and all agency staff expenses for 
conducting VA IRM respoiisibtlicies). 

Annually, the Office of the DAS/IRM reviews the Dcpanmeiii's proposed IRM plans for the 
upcoming budget cyde and provides an analysis of the plans, complerc with recommendations to 
die Office of Bud^t, for use in rhe VA’s internal budger hearings. Once the budget process is 
completed, die plans are finalized, published and rhe initiatives tracked through implcmencation. 


2 



99 


IRM pbns are reviewed by VA‘s top business executives for evaJuauon prior co submission to the 
Office of Budget This new process facilitates improved use of VA’s informarion technology. 

in April 1993. the AS/M issued the Depanmeot's Ptrsi joint IRM-Budgec calf This was die 
result of work begun in 1994, in collaboration with representatives from VA's major 
organizations, to streamline and enhance the value of these planning calls by focusing customer 
actenrion on their incerrdadonships. Merging the processes allows organizations to view 
program and budget development as a coordinated effort, rather than disparate exercises. 
Cusromcr organizations access data, such as FTE. once to complete both documents. This 
ensures the budget and program documents arc ''in sync" with each other. Customers will also 
understand the support each of these documents provide to the other —IRM plans will suppon 
rhe budget better; die budget will support IRM plans better. Finally, this suppon ensures 
information technology initiatives are more thoroughly understood by the Office of IRM, 
through attention being paid to critical issues such as FTP. devored co specific projects, allowing 
iRM to more effectively examine these efforts during the budget development proce.ss. 

In May 1994. die Office of the DAS/IRM impiemenred an IRM Acquisitions cracking system co 
ensure timely accounting for aaions being processed. The sysrecn tracks acquisitions tubmirred 
for review by all components (generally those that have a total project life cycle that exceeds 
S230,000). Each action is tracked horn date of reccipr of the Agency Procurement Request (or 
other document) co notification to the customer of approval or disapproval or other approprucc 
action. An IRM number is assigned, and key data, such as rhe dace a review is complered. dace 
forwarded lo GSA (if appropnate), and dace of approval or disapproval arc recorded. Ilic 
system serves as a reference for planned and ongoing iniiiatives that have reached the OIRM 
approval stage, and facilitates coordination and IRM reporting requirements internally and to 
oversight agencies. 

(8) Centralize and coordinate common IRM functions co ensure Deparemenewide issues arc 
considered. Specifically, use of inceropcrabiliry standards and technical architecture's among 
VA's line organizarions; establish information .standards to enable exchange of data among VA 
line organizations. e.g.. master veteran record; and centralize and coordinate information sharing 
with other Federal agencies. 

In the ara of interoperability standards and technical architectures among VA line organizations 
the AS/M recognizes that effective interoperability of systems is needed to improve service ro 
VA'i aiscomcrs. To this end. the DAS/IRM ensures that major automation projects 
incorporate all Fedetal Information Processing Standards that the National institution of 
Standards and Technology mandates for information technology. Specifically, major technology 
acquisitions, such as VBA moderniucioo, adopt and integrate Federal open systems .standard.^ as 
part of iheir long term information technology strategy for supporting VA business 
requirements. In addition. VA is implementing Electronic Data Interchange standards. 

In order co provide this improved service. VA is fijcusi'ng on three concepts that will help build a 
standards-based technical archiieaure. These concepts are: 

A) Leveraging information across the Oepartmeni and other agencies. Under the 
Master Veteran Record projea. VA is identifying and implementing enhanced access to 
standard vaeran informarion ofinteresi to multiple VA organizations. 

B) Moving information access closer lo the point of service delivery. Each major 
infiirmarion technology development effort, c.g., VBA modemizarion. expansion ofVHA 
appliations, will be using intelligent networked cerminafs to provide improved customer 
service. 

C) Building systems adaptable to npidly changing information requirements and 
business conditions. Whe^ applicable the major information technology development 
efforu are researching vendor developed software ro facilitate the implementation of their 
systems. 

(The Master Veteran Record project ts discussed in response co question 8) 
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4. I undmtiuid the Austin Center has stale of the art computer technology that features both 
MVS and open S)'stcfm architecture. 

Can the Austin Automation Center support the requirements for Stage 3? 

An.swer: Yes. ihe Austin Automation Center (AAC) can support the requirements for Stage III 
4s currently dehned. The AAC can meet VBA'i basic objectives of a state of the an processor, 
upgrade capabilities, facilities for data warehousing, archival storage capability, inaeased sharing 
of data and local access to data, elecuonic data interchange (EDI) service for communications 
with VA and non-VA entities, increased commuliicarions capabilities with field facilities, and 
iiueioperability with the St^e I and Stage II local area networks (LANs) and associated 
components. The cost effectiveness of Austin AC supporting these requirements needs to be 
cumpleicd. The VA CIO and VBA are working together to make this deierminacion. 


5. VA is consolidating educational claims processing and has previously coosoUdatetl other 
programs like home loans and Losurancc. Consolidation can certainly be viewed as one 
option in business process reengineering. 

What are the benefits of consolidation? 

.'Vre you considering any fiiitber r^ionaliiation of other types of claims processing? If so, 
%vhai? 


Answer: The benefils of consolidation have been numerous. We have a cadre of pcraonnel 
iraiited and commined to providing better and more cost effective service to veteraas and 
other program participanu on a full ume basis. Consobdation and ccniralization of functions 
have resulted in major improvements in efficiency due to the reduction of overhead costs and 
by allowing for specialization in handling of certain types of claims. Consolidations of offices 
have resulted in reduced supervisory and clerical overhead positions as well as reductions in 
the costs of facility maintenance. 

Centralizing the processing of GI Bill - Active Duty (Chapter 30) Education claims at four 
pr(x;cssing centers has resulted in stgniftcani improvements in both quality and timeliness. 
Based on these .successes, we are consolidating ail education claims processing at tbase four 
sites. Consolidation is expected to be completed by the end of this calendar year. 

Our experience with the recent New England consolidation of Loan Guamniy divisions has 
been positive. Moderately sized Ixian (Guaranty divisions offer better and mox cost effective 
service to veterans and other program participants. We have been consolidating other Loan 
Guaranty workloads as appropriate (e.g., supplemental servicings of guaranteed loans in 
Michigan are handled by the V ARO in Cleveland). We envision consolidations on a greater 
scale upon completion of the redesign of the Loan Service and Claims System. This will 
enable VA to manage loan defaults from regional centers in a manner similar to large private 
mortgage companies. 

Recently, wc iiavc consolidated some of the Persian Gulf claims. Actual adjudication of 
Persian Gulf claims based on environmental or undiagnused illnesses has been centralized at 
lour regional oITices. one in each of the four VBA administrative areas. These Area 
Pniccssiiig Offices (APOs) are Philadelphia, PA; I-ouisvillc, K Y; Nashville, TN: and Phoenix, 
AZ. 

There is currently an initiative to consolidate our two Insurance Proc'essing Centers into one. 
This proposal has bcL*n approved under the Vice President’s Reinventing Government II to 
consuhdaie tiie St Paul Insurance activities into the Philadelphia In.surance office. Substantial 
savings will be achieved through this initiative 


6. In theit testimony, GAO found that ’’department's*' chief information resources officer a) 
lacks authority, b) has no active role io systems acquisition, and c) is limited to reviewing 
documentation.'* 
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What has VA done to addre» this issu^ 

Answer: The Office of the Assistant Secretary for Management (AS/M) recently Bnalizcd a new 
directive which strengthens the policy and responsibilities fot VA's !RM Program. ThU 
directive defines structured processes to assist Department IRM officials in meeting their 
responsibilities under mandated Govemmenrwide policies and procedures. This policy provides 
the foundacion for IRM planning, budgeting, acquisition, and review of VA's information 
systems. 

The Office of die Deputy Assi.siant Secretary for Information Resources Mana^mcni 
(DAS/iRM) will review information systems or IRM initiatives ar key decision points: including 
the IRM planning and performance measurement pha.se, the budget review and submission 
phase, the acquisition phase, the implemeniation phase, and the post-implementacion review 
phase. Tlic first use of this new IRM process is VA's PAY-VA initiative which has been granted 
a conditional IRM approval that permits che program office to proceed up to a defined point. 
Conunuing IRM authority for this project will be contingent upon specific implemencacion 
plans and briefings requested by the DAS/IRM. This performance-based IRM approval program 
provides further assurance that VA’s information technology iniriacives will meet their ob)eaives 
and milestones, efficiently and economically. 


7. CNA found ikai VBA a moderaization project ts a massive and complex project that 
requires a type and level of management that dilTers radically from VA's day-to-day 
operatioru and is overly a^ressrve in its scope. 

Would you comment on those findings? 

Aa.<swer: On the whole. VBA find* CNA's analysis, findings and recommendations thorough 
and balanced. We welcome their insights regarding our modernization acriviiies. In response to 
this specific issue identified by CNA, as well as those recently raised by your subcommittee. 

VBA concurs chat we are an organization thar has been focused primarily on che day-to-day 
mission of providing benefits and services to veterans. We also recognize that, av reflected in the 
CNA study. VBA is an organization in the midst of tremendous cliange. In term.s of business, 
technology, skills and culture, this organization ts changing dramatically, and wc undei.scand the 
imponaiice of planning and managing that change in a proaatve and disciplined manner 

In response to CNA's observations. VBA is implementing a new integrated planning process. 

The first product of this process, scheduled for completion in September, will incorporate VBA's 
various business reengineering and business modeling activities, as well as our ongoing 
technology, applications devciopmenr and training iniriacives. The plan will relate initiatives to 
VBA's strategic vision and goals and also show how iniriacives relate to each other. VBA lias 
apptiinted a senior executive to lead this process. VBA has also appointed a senior business 
manager a* rhe VETSNETr project manager, replacing die busmess/technical tram approach thar 
had been in place previously. In the interim, VBA is proceeding slowly but deliberarely on our 
in-progress modernization initiatives and will focus, in the short term, primarily on completion 
of the Compensation fit Pcn.sion (C&P) modernization Requirements Analysis effort, the Stage 
II imaging initiative, and the comprehensive assessment of modernization technical arcliirecturc 
plans and capacity requirements. 


8. The CIO will ceniraUze and coordinate common IRM fimeuons to ensure Department- 
wide issues are considered. These issues includes interoperability standards and technical 
architectures among VA's line organization; information standards to enable exchange of 
data among VA line organizations, c.g. roaster veteran record; and Information sharing 
with other Federal agencies. 

VBA has appointed people from the IRM Directorate and regional offices to partidpatc in 
the MVR project. 

Question 8A: What arc VA's milestones for achievii^ Federal Open Systems Standards 
(GOSIP). POSDC. OSI) in VBA's modemizationt 
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They arc noi yci dccemuncd. 

Question 8B: What are the milestones for devdoping and implemeniiog (he MVIt^ 

Answer 8B: MVR h being implemented as a coileaion of short and long term improvenients. 
Short term improvements completed through FY 1995 include pilots of: inquiry capabilities for 
bankruptcy dedzration. appeal status and medical treatment locations available to particular iield 
operations, and the sharing notice of death wirh the Board of Veteran Appeals. The long term 
business solution for MVR .spans FY 1995 'FY 1998. Milestones for the shon and long term 
are listed below: 




START 


COMPLETE 

’l'aUu/MiUscon»' 

I’Unncd 

Artual 

Planned 

Acti»l 

(\) initUic Two Shoit Tenn Lnhanrtmenti 

01/94 

01/94 

!0/94 

09/94 

(BIRLS Indicjcnn) 

(2) Pilot A nACiotuI pautrni cAcr louiur 

04/94 

04/94 

10/94 

01/95 

Pilot some »hAring of death noucet 

10/94 

10/94 

11/95 


(4) Cofiduct business analysis uintract 

0V9S 

ori/9s 

10/95 


(^) Spnify and Pitot iht network kapabtlity 

08/9S 


05/96 


(6l hcaged implemenution of business 

0V96 


11/97 



solutions on mesAging 

Question 80 Under the Master Veteran Record project, what are (he standard veteran 
uifennation ofioterest and how are you implementing them? 

Answer 80 A cross organizational ream of VA representatives targeted eight business areas for 
service delivery improvements. These are: notice of death; change of address; change of ^mily 
status; change of representation; bankruptcy; appeal; patient caie location; and burial location. 
1*wo key tasks to be completed in 1995 arc the development of MVR technical and Functional 
specifications. The hinaiona) spedFications Fhr data sharing are presendy being developed by a 
VA/contraccor partitership. The teciinical spcciFicacions will be developed by a VA technical 
team. Future implemenution of solutions based on these specifeations will depend on budget 
availability. 

Question 8D: What b the scope of ibe MVR Requiremeots Study Rqrort (Feb. 24. 1994) 
and the Benefit-Cost Analysis (Nov. 1994)? 

Answer 8D: The scope of chc two studies is Department-wide service delivery improvement. 
These studies document eight specific arca.s where MVR will enable more unified .service to 
veterans. VA maintains large amounrs of data on veterans and beneficiaries chat currently resides 
in many separate and independent systems. The goal of MVR is to share veteran information 
among VA staff allowing them to more promptly and completely serve rhe fiiU spectrum of 
veteran needs. The Requirement Study focuses on capabilities with a direa impact on veterans. 
The Benefii-Cosi Analyst (BCA) evaluates options for accomplishing the MVR objeaives. 

Question 8E: Whai are the other four problem areas related to the handling of veteran 
information and how are you addressing (hem? 

Answer HE: As noted above, eight business areas liavc been taigctcil for service delivery 
improvements. Contractor assistance has been obtained in order to develop spccificacions in 
four of these areas: exchange of veteran information For addresses; bmily status; representation; 
and death. These are the most complex and difficult ones among the eight identified. 

The other Four areas arc: bankruptcy; appeals; patient care location and dates; and bunal 
locaiion. Paniai solutions to these are being addressed within current biitincss practices and 
infbmiation systems. Bankrupts^ and appeals mdicaion have been established in VBA’s 
Beneficiary Identification and Records Ixicator System (BIRl S). The Patient Care Location 
pilot makes the locations and dates of medical treatment available on an inquiry basis. Work is 
underway to develop a burial location pilot tliat will allow certain offices to query burial location 
of vetcran.s. The parser burial location records arc being computerized. After this process is 
completed in 1996. MVR is envisioned as the vehicle to permit burial location inquiry on a 
broader scale 
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Qamioo 8F: Explain the ioforniacioo sharing opportonitics that you have identified and 
your long term solution. 

Answer 8F: The MVR work group, consisting of representatives from OIRM, VHA, VBA, 
NCS. and BVA. targeted eight priority service delivery improvements. It also examined 
technical alcernatives and assoaaced costs for the long term MVR solution and concluded that a 
networked "messaging'* architecture would work best. This network will permit information 
synems from each organization to access and share vital veteran information in a timely manner. 
Technical experts subsequently outlined the steps needed to develop rhe messaging architecture. 

Question 8G: Why are other components of VBA (i.e. Education, Insurance, Loan 
Guarantee, etc.) not represented on the MVR team? 

Answer 6G: When first esubllihed 1993. the MVR work group had limited representation 
from eacli organization. It has since spawned subgroups to accomplish specific purposes. The 
network specification subgroup will involve one or more experts horn the VBA IRM 
organization. The business analysis sid^group is currently developing detailed business 
specifications for four inbrmarion sharing areas. This subgroup includes a mix of headquarcer.s 
and field based subjea matter specialists in the four areas from VBA, VHA. VBA. and NCS. 
'Hie first meeting of this subgroup involved field and VACO experts from Compensation and 
Pension Seivice. Veterans Assistance Service, and the Insurance Center. Efforts are underway to 
broaden VBA reprcseutaiion to include rhe other VBA prtigrani areas. 


9. Two yean ago. VBA launched an initiative called the Service Record Data initiative. In 
Ai^ust 1994, this inidaiive resulted in the ongoing tranafirr of DOD data tapes lor all new 
enlistees. 

What is the .status of the project? 

How arc you iotc^ating the DOD data ou service information into your current system? 

Answer: DOD's Defense Manpower Data Center is transmitting data upes to VA on a 
monthly basts identifying new military service enhsices. This information is used to esublish a 
BIRJL5 record. The initial BIRLS record contains the following infomiaiion: Name; Social 
Security Number; Date Entered on Aaive Duty: Branch of Service: and Unit of Service. Wc 
plan to expand the data elements being provided to VA to include awards, training, severance 
and retired pay. dcpendeni:y information, etc., thereby reducing reporting burdens by claimants. 
This would dramatically reduce the number of 3101 requests VA sends to miliiary records 
centers and would facilitate the processing of claims because of the immediate availability of the 
DD 214 data. We anticipate expanding the data elements during FV 1996. Wc will conduct an 
economic anal)‘sis early in FY 1997 once all desired data clcmenD are electronically transmitted 
to VA. 


10. You note that OMB, GSA, and CNA all agree that life cycle costs are indeterminate and 
performance measures are lacking. 

Can you estimate the cost of phase 1 to date? 

Can you estiraace the total phase 3 life cycle cost? 

Answer: The total cost of the Stage I technology acquisition to date U $69,806,814. 
Modernization technology acquisition costs requested for FY 1996 include $13.2 million for 
Stage ill. 

The original cost benefit analysis for modernnation was completed in 1990. Many changes, 
significandy impaaing VBA and modernization, have occurred since chat time. Updated lift 
cycle costs, including diosc associated with Suge III, will be available in the first quarter ofFY 
96. following the completion ofTask Pour nf the CNA Corporation's current contract with 
VBA. 
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n. VA hu approximaidy 4,000 employees who perform computcr'relatcd functions ranging 
from pr<^rammingto systems administration to data input. 

Do you think the presence of such a large number of in-house computer personnel detracts 
from VA's ability to efRcientiy design and implement new computer systems? 

Answer The computer personnel support VA’s medical, benefits, fiscal, and cemetery 
programs. These human tcsources that have institutional knowledge of VA's program 
requirements are the backbone of the success VA Im achieved in the ADP arena to dace. Recent 
successes in the development and implementation of financial systems, medical systems, and 
logistic systems are aedited to VA’s computer personnel. 

More titan half of VA’s computer personnel support VI lA's Decentralized } lospiial Computer 
Program which provides comprehensive and standardized inforniaiion processing capabilines to 
health cate faciticies in support of the overall mission of the VHA Anothei 1 5 percent of VA's 
computer personnel support VA's centralized processing, consisting of payroll, fiscal, logistiol, 
and VHA’s centralized medical management iofomianon systems. 

Approximately another 25 percent suppon VBA processing at the Bencfii Delivery Centers, 
Systems Development Centers, and provide on-siic assistance at die regional office level. Much 
of the above suppon is to provide maintenance and enhancement changes to the many systems 
that run in the VA. This also includes some type of operational respon.sibilitics at all VA 
faaliites. The VA requires thi.s level of tominitineni in order to efTecltvely administer die 
program requirements, riicsc same staff, in most cases support the newer replacrmeiu systems 
that are hdng planned and/or implemented. 

VBA 

For 1995. VBA is authorized a total of 944 positions performing information resource 
maiiageineiu functioru. Of these, 2)7 are located in the field at Regional Offices and Sector 
Sites. Tlicsc fidd positions were established specifically to support the disrributcd processing 
concepts of the VBA Modernization program, and liavc been well trained to mccr these 
requiremeiiu. They arc csseticial to .successful implementation ot new computer systems and 
demonstrated their value in the VEA-widc implementation of the Stage 1 workstation and local 
area iierwork technologies, completed earlier this year. 

A total of 341 arc asiigncd to the Systems Development Service (SDS). The SDS is 
simultaneously maintaining existing applications, (more chan five million lines of code) and 
tupporring the developmeiir and implementation of a wide range of modernized applicatioiu;. 
rhe SDS has made extensive use of contiaaor assisunce in recent years as a means of applying 
expertise in new Technologies. SDS employees have been etieniial in managing these efforts to 
ensure necessary and proper lyndirontzarion between contractor and VBA initiatives and ro 
ensure that contractor deliverables will operate successfully in the compica VBA cnvitoiiinent 
which integrates many diverse and evolving technologies. The SDS employees managing or 
supporting contractor initiatives also are necessary to ensure the maintainability of coniraaor 
produas and dcfiverables. To date, in applications such as Personal Computer Generated 
Letters (PCGL) and Construction and Valuation (CficV), for example. SDS employees have 
demonstrated exceptional .success in assuming maintenance responsibility for concraaor 
products. SDS personnel have in faa, not detraacd from the design and implementation of new 
computer systems but have been enablers for the effective use of contractors in developing and 
deploying modernized sysrettis. Tlie SDS inventory now itidudn at least a dozen applications 
using modernized tofrware development technologies and more arc underway. 

Another 354 posittoni arc assigned to the Benefits Delivery Service (BDS), which Is responsible 
for rhe acquisition, implementation, operation, and management of all inlormation technology 
systems ased by VB.A. Tlic BDS is responsible for maintaining all current systems and for 
developing prototype information technology systems and integrating them with user 
requirements into current systems. It is responsible for assessment and acquisition ofhardware. 
software and data base management systems and for implcmentanon of new technology to meet 
VBA information ptocc-ssing goals. 
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Operactonal rcsponsibilttin include all aspect) of data center and central systems operations and 
support to 58 Regional Offices (ROs) nationwide, including planning, policy, performance, 
customer support, acquisitions, environmental issues, conffguracion, network systems, capacity 
management, and inventory, k works closely witli the SDS to ensure tliai cross-cutting issues 
are properly coordinated and addressed. BOS personnel ate responsible for assuring continuity 
of hardware, software and procedures at ten regional Sector Service Centers and all ROs. Tliis 
includes inscalling liardware. software and data communications associated with the 
impleinencacion of VBA's modernixed information system • VETSNET. The Service is also 
responsible fbropcra(ion.s and suppon ofVBA’s central office ADP and telecommunications 
operations. It is responsible for the management, control, operation, implementation and 
maintenance of equipment and automated systems acquired or developed to suppon veterans' 
benefits, medical and administrative programs. In addition, the Service supports a nationwide 
processing system for the Veterans insurance System, incorporating over lour million insurance 
records in a telecommunications environment. 

The BOS staff manages a comprehemive process to identify and incorporate into VBA contraas 
the information technology necessary to satisfy evolving VBA technology requirements and 
provides dtrea support to the Trail Boss (Pro|ea Manager) of the VBA information processing 
program, li also ensures chat the VBA information processing program complies with Federal 
and VA acquisition regulations. BDS personnel are instrumental in ensuring die effective use of 
contractors in developing and deploying modernized systems and cn.suring that maintenance of 
existing syscenu continues at die highest levels in support of the veteran population. 

The remaining 32 positions in VBA's information technology program arc responsible for 
overall direaion and managernenc of the program and for day-to-day management and 
administration of the organization, including budget, personnel, security, policy dcvdopmeiu 
and planning support. 

VHA 

VHA has 2,900 employees involved in IRM activities. Over 75% of ihese arc employees ar VA 
medical centers (VAMC) who provide technical and operational $u])port for pauent care 
activides and data-driven management of VHA healthcare ficilitics. Operational IRM suppon 
of these activities reflects the increased reliance on cl^tronic (rather than paper-based) 
mfoimation sources, and is growing as VAMC directors deem appropriate to respond to 
customer demand for an expanded information environmeiu supponed by new technologies 

Only a small siihsci of IRM .tnff are involved in designing, des eloping, acquiring, and 
implementing the information environment which support our VA healthcare settings. Tlii$ 
information environment is comprised of a mix of commercial and in-house .systems. Widi a 
relatively small staff investment, VHA has developed an eflective mechanism forde.signtrig and 
tniplemencing new computer systems. In the spirit of continuous quality improvement. VI lA is 
presently engaged in a business praaice re-engineering effort that will identify aJicrnaiives to 
improve the process of providing information technology products and services. 

How much has VA expended on computer consultants, and what has been the main 
functions of these consultants? How many dollars in FY 94 > 99? 

Answer: 

VBA 

VBA utilizes a variety of consutrams with expeni.se in a wide range of technology disciplines to 
support the analysis, evaluation, development, and maimenance of modernization program 
technologies. Consultants provide technical .support in the determination of FAR. FIRMR 
requirereems analyses, .systems sizing, systems training, hardware specifications, rechnoiogy 
integration, information engineering, data and database adminiscracion, and applications 
development. Consultant support enables VBA rechnoiogy managers to dedicate the majority of 
in-house resources to current systems, while utilizing knowledgeable consultants to support 
modernized systems design and acquisition specifications on an as-needed basis. 

In FY 1994 and FY 1995. VBA will have expended $20,620 million on computer consultant 
contraas in suppon of the VBA modamzarion program. This includes traruitional and 
VETSNET applications aaivities and $2 million for rwo CNA reviews of VBA modernization 
management which were recommended by GSA. VA‘s FY 1 996 request $ou^i $8,670 million 
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lor such support. Eshmares for FY 1997 and beyond will he available once CNA's current 
analysu of moderiuuiion architectures and cost is compterc. 
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ADP CONSULTANT CONTRArrs 
GENERAL ADMINISTRATION 
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Finance praiecu include PAY-VA and FMS. 

VI I A 

VHA's expenditures for computer consultants were $3,819,000 in FY 1994 and $4,531,000 in 
FY 1995. We plan to expend $3,281,000 in FY 1996. Since VHA is currcotly undergoing a 
major organrzacional restructuring, it is difficult to accurately estiinate expenditures For FY 1997 
and beyond at this time. After the new Chief Information Officer (CIO) U in place, a needs 
assessment will be performed and a revised strategic IRM plan developed. The future n>le of 
consultants in supporting new VHA goals and objeaives will be clearly defined at that time 


VHA has employed the services of computer consultants in a variety of ways. Recent contraas 
have included 

• technical expenisc associated with other HOST activities; 

• teclmicai support for developing a Event Driven Reporting system; 

• a technical assessment of Vl^’s computer systems to suppon a managed care 
environment; 

• a data modeling effort to determine information elemenu for a consolidated national 
patient database, and 

• a dai.i variance between VHA’s and DoD s hospital information systems. 

The strategic use of knowiedgeabic computer professionals on a consultant basts has enabled 
VILA CO apply suiT resources to the growing demand for increased information systems support 
and al.so perform the tasks required to transition to systems that will mcer the needs of 
tomorrow's clinicians and manners. 


12. lo the Secretary's 1993 agreement with OMB. VA agreed to strengthen the IRM oversight 
role of the Chief Information Officer. 

Ooes VA's Assistant Secretary for Mafiagcfnent have the authority to approve or disapprove 
major computer system procurements or improvement programs within VHA and VBA? If 
not. why? 

Answer: Yes. The Assistant Secrerary for Management (AS/M), as the Chief Information 
Resources Officer (GIRO), repons directly to the Secretary to carry out Depanment 
rcsponsibiliries under the Paperwork Reduaion Aa, Public Law (PL) 96-51 1 as amended by PI. 
99-500, and pursuant to 44 U.S,C., Section 3506(b). 

Tile AS/M ha.s taken several steps ro strengthen IRM oversight within die Department. A Chief 
Information Officer (CIO) program is being established in the Department. The AS/M has 
revised the structure of the Senior Information Resources Management Council to include the 
CIOs, the AssUcanc Secretary for Policy and Planning and a senior representative from die 
National Ccmecery System. Additionally, the Office of the AS/M recently finalized a new 
direaive which strengthens die policy and responsibilities for VA's IRM Program. This 
directive defines structured processes to assist Department IRM officials in meeting their 
responsibilities under mandated Governroencwide policies and procedures. This polic}' provides 
the foundation for IRM planning, budgeting, acquisition, and review of VA’s information 
systems. 


13. GAO states chat the Senior IRM Council has not made any recommendations to date. Is 
that true? 
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If noc, whai decisions have the Council made to prioritize major automation projcixs? If 
nott what acdoos have the Council taken to identify problems with VA's major automation 
projects? 

If not. what actions have the CoiincU taken ro resolve the problems? 

If not, what actions have the (Council taken to identify and resolve problems in VBA's 
modernization program? 

Answer: A Senior hiformacion RcsourccN Management Council was chartered in 1995. The 
Council, which conibced of the Admimsrracion heads and AssUtanc Secrctanej;. met several 
times on major departmenial ledinica) initiatives and governmeniwide issues such as electronic 
commerce and national f)erformancc review. The Council set our to provide a husincu review 
of information systems and guidance to VA's senior IRM officials on ways to improve VA’s use 
of information technology. However, primarily became of the composition of its membership, 
rhe Counal agendas focused on communicating issues to VA'.s top rnanagemenr througit 
presentations and discus.sians on major information ceclmology initiatives widi Deparcmetitwide 
impaa. 

To move the Council's focus from a top managemcni awareness forum to a dechion making 
body, rhe Assistant Secretary for Management (AS/M) is re-esublishing the Council, dunging 
the membaship composition. The Council was Chaired by the Deputy Secretary ofVctcrans 
AHairs. Co-Chaired by the Assistant Secretary lor Management and membership included the 
Administration heads and Assistant Secretaries. Tlie re-chanered Council will be Chaired by the 
AS/M, Co-chaired by the DAS/I RM and comprised of the Department’s two CIOs along with a 
senior official from tire National Cemetery System, and the A.ssistani Secretary for Policy and 
Planning. This clunge in participants brings to tlte Council those Dcpanmcntal key officials 
who are most kriowiedgeable about the relationship between business pracrices and information 
Technology in planning, developing and implementing new Departntcntal initiatives. 

The new Council membership will be seared concurrent widt the implementation of the 
Departmental CIO program. The Council will provide guidance and oversight in using 
technology to improve the quality and efficfency of VA's services to the veteran. Tlie Council 
decides on capital investments in information technology to improve corporate business 
proces.ses. eliminates duplication, and generally unifies the Depanment's information 
managemeiic activities. 

SpcciBcally. the Council will: 

• Present VA-wide IRM Issues ro rhe Secretary for resolution; 

• Advise the Secretary on ways to improve VA's use of information technology: 

• Review systems wirfi total costs in excess of 510 million for any one year, or systems with 
total costs throi^h rhe deployment phase in excess of 550 million, or systems otherwise 
designated by rhe Secretary as priority initiatives; 

• Advise the GIRO on major VA automation projects including progress towards resolving 
outstanding problems; 

• Review and provide advice to the GIRO on the semi'annual report to OMB and CSA; 
and 

• Designate, on an ad hoc basis, task forces comprised of appropriate technical and/or 
progranimaiic staff to address specific issues of concern to senior nianagemeni. 


14. VBA recently told the Regional Officesi to pick from among 4 organizational models. 

How do you plan ro access the Regional Offices' initial choice of models? 

Will this committee be responsible for tracking and as&cs.sing changes in performance? 

If a R^iooal Office's performance changes after it adopts one of the models, how do you 
intend to determine what caused the changes in performance.’ 
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Have alJ Regional Offkes chosen one of the 4 models? If oot> is ibcre a plan lo impose a 
model on a relncUnt regional office? 

Is there a plan to impose one or more of the models system^widc if those particular models 
prove to be most effirctive? If not, don't you think that is a proper role for Central Office? 

Answer: A Modeling Support Group has been assigned the responsibility to review the elTous 
of rhe regional offices to reorganize to meet the four goals of 

Goal 1. Improve overall service with an emphasis oo cutromer satisfaction and heightened 
interaction vsith veterans and their dependents. 

Goal 2. Develop a team cnvtronmcnr and decentralize decision-making autlioricy, graduall)^ 
blurring unnecessary division lines. 

Goal 3. Reduce the numbers and layers of unnecessary managcniem. 

Goal 4. Streamline the work processes and significantly reduce hand-ofis, with a focus on 
elements of the case management process. 

The group completed a review which showed that all stations plan, widtio the next five years, to 
meet the four fundamental goals by concepiivcly reorganizing into one of the prototype niodeU. 
combining elements of more than one model, or adopting a model and modifying it to help fit 
local conditions. These are acceptable approaches in that they iiavc identified ways in which 
they will embrace the established goals. Tlte group has completed its initial work and has 
offered recommendations to VBA’s Policy Board on assigning responsibility for and 
maintenance of a tracking system. The GPRA measures are being designed to determine our 
success and will be used to identify performance improvements. We will also have local station 
measures which will establish baseline information and be used foi comparison purposes to assess 
those activities that are contributing lo or impeding our progress. Our pnmary concern is to 
improve our service to veterans and ilicir dependents. By allowing stations the flexibility to 
experiment with various organizational structures, we can maximize the use of the crcaiivity and 
experience of our employees while minimizing the risk ordcrcrioraicd service. The local 
facilities are in rhe best position lo undetsund Uieir customer's needs and staffing capabilities. 
G^nscqucntly, ir is ancicipated iJiar hicure changes will be made to thcorganizacion of our 
regional office with general direction and considerable iantude provided by General Office. 


15. Your ttttimooy highlights the use of rule-based technology to assist rating decisioics. 

Does that mean that VETSNET will recommend a disability rating level provided enough 
information is available? 

Answer: Yes. Based on ihe data available from many sources including examination reports and 
service medical records, VETSNET will suggest an evaluarton for most disabilities. The 
VETSNET rating team is currently working on the rules that will result in these suggested 
decisions. 


o 



